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OVERSIGHT  HEARING  ON  THE  U.S.  POSTAL 
SERVICE 


THURSDAY,  APRIL  14,  1994 

House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  9  a.m.  in  room  311,  Can- 
non House  Office  Building,  Hon.  William  L.  Clay  (chairman  of  the 
committee)  presiding. 

Members  present:  Representatives  Clay,  McCloskey,  Ackerman, 
Sawyer,  Norton,  Byrne,  Wynn,  Bishop,  Hastings,  Myers,  Oilman, 
Morella,  Ridge,  Petri,  and  Boehlert. 

Mr.  Clay.  Good  morning.  Today  the  Committee  on  Post  Office 
and  Civil  Service  begins  a  series  of  six  hearings  on  its  oversight  of 
the  Postal  Service.  The  major  focus  of  these  hearings  will  be  the 
future  of  the  U.S.  Postal  Service. 

The  committee  is  concerned  about  the  Service's  future.  USPS  is 
a  hard-copy  delivery  service  which  serves  every  business  and 
household  in  America.  We  hope  to  hear  today  from  the  Postmaster 
General  about  his  plans  for  remaining  competitive  and  financially 
viable  in  the  next  century  as  electronic  data  increasingly  replaces 
hard  copy  information.  We  hope  to  learn  what  new  services  the 
mailing  public  will  demand  and  how  these  demands  will  be  ad- 
dressed. At  future  hearings,  we  will  hear  from  the  mailers,  the 
postal  unions,  management  groups,  the  Postal  Rate  Commission, 
the  General  Accounting  Office,  the  Governors  of  the  Postal  Service, 
and  groups  that  have  conducted  studies  on  the  future  of  the  mail. 

The  Postal  Service  has  requested  a  10.3-percent  postage  rate  in- 
crease to  carry  it  for  the  next  2  years.  But  most  reports  indicate 
that  present  financial  goals  are  not  being  met  by  the  Service.  For 
fiscal  year  1994,  the  organization  is  expected  to  lose  $1,344  billion. 
Through  April  1,  1994,  however,  losses  are  $544  million  greater 
than  anticipated  and,  overall,  1994  loses  are  approaching  $2  bil- 
lion. Mail  volume  is  up,  but  work  hours  are  up  more.  Overtime 
hours  are  higher  than  they  were  last  year.  There  are  now  more  em- 
ployees than  when  downsizing  began  2  years  ago.  Postal  productiv- 
ity and  service  performances  in  the  first  quarter  of  the  fiscal  year, 
even  before  the  terrible  winter  weather,  are  down.  So,  the  commit- 
tee wants  to  learn  how  the  Postal  Service  will  correct  these  condi- 
tions. 

[The  prepared  statement  of  Hon.  William  L.  Clay  follows:] 
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Prepared  Statement  of  Hon.  William  L.  Clay,  A  Representative  in  Congress 
From  the  State  of  Missouri 

Good  morning.  Today  the  Committee  on  Post  office  and  Civil  Service  begins  a  se- 
ries of  six  hearings  on  its  oversight  of  the  Postal  Service.  The  major  focus  of  these 
hearings  will  be  the  future  of  the  United  States  Postal  Service. 

The  committee  is  concerned  about  the  Service's  future.  USPS  is  a  hard-copy  deliv- 
ery service  which  serves  every  business  and  household  in  America.  We  hope  to  hear 
today  from  the  Postmaster  General  his  plans  for  remaining  competitive  and  finan- 
cially viable  in  the  next  century  as  electronic  data  increasingly  replaces  hard-copy 
information.  We  hope  to  learn  what  new  services  mailers  will  demand  and  how 
these  demands  will  be  addressed.  At  another  time  we  will  hear  from  the  mailers, 
the  postal  unions  and  management  groups,  the  Postal  Rate  Commission,  the  Gen- 
eral Accounting  Office,  the  Governors  of  the  Postal  Service,  and  groups  that  have 
conducted  studies  on  the  future  of  the  mail. 

The  Postal  Service  has  requested  a  10.3-percent  postage  rate  increase  to  carry  it 
for  the  next  2  years.  Most  reports  indicate  that  financial  goals  are  not  being  met 
by  the  Postal  Service.  For  fiscal  year  1994,  the  organization  is  expected  to  lose 
$1,344  billion.  Through  April  1,  1994,  however,  losses  are  $544  million  greater  than 
anticipated,  and  overall  1994  losses  are  approaching  $2  billion.  Msiil  volume  is  up, 
but  workhours  are  up  more.  Overtime  hours  are  higher  than  they  were  last  year. 
There  are  more  employees  now  than  when  downsizing  began  2  years  ago.  Postal 
productivity  and  service  performance  in  the  first  quarter  of  the  fiscal  year,  before 
the  terrible  winter  weather,  are  down.  The  committee  wants  to  learn  how  the  Postal 
Service  will  correct  these  conditions. 

Mr.  Clay.  Are  there  any  other  opening  statements?  Mr.  Sawyer? 

Mr.  Sawyer.  Thank  you,  Mr.  Chairman. 

It's  a  pleasure  to  participate  in  this  hearing  with  Postmaster 
General  Runyon.  I  want  to  thank  you  for  having  these  hearings. 

The  work  of  the  Postal  Service  is  really  remarkable.  It  is  one  of 
the  largest  and  most  complex  enterprises  ever  devised  in  human- 
kind. The  notion  that  it  connects  virtually  every  household  in 
America  with  virtually  every  other  household  in  America  and 
points  abroad  on  a  daily  basis  is  a  remarkable  undertaking  that  we 
too  often,  I  think,  take  for  granted. 

Having  said  all  that,  these  hearings  represent  an  opportunity  to 
look  at  ways  to  make  that  service  better,  and  as  a  result  we  some- 
times concentrate  on  those  things  that  provoke  concern.  So,  while 
we  do  that,  I  think  it's  important  to  recognize  the  extraordinary 
character  of  the  enterprise  that  the  Postal  Service  represents. 

Having  said  that,  I  do  remain  concerned  about  the  lingering  ef- 
fects of  restructuring  on  the  Postal  Service.  The  subcommittee  that 
I  chair,  which  has  jurisdiction  over  some  elements  of  postal  person- 
nel, continues  to  receive  reports  from  across  the  country  expressing 
concern  about  inadequate  staffing  levels,  untrained  personnel  being 
moved  into  high  levels  of  responsibility,  and  the  continuing  reliance 
on  overtime.  These  are  the  kinds  of  issues  that  can  diminish  the 
kind  of  improvement  in  morale  that  I  know  that  you've  been  seek- 
ing. 

Equally  important,  I  think  perhaps  the  most  difficult  undertak- 
ing that  we  face  in  trying  to  deal  with  an  enterprise  as  large  as 
the  one  that  you're  charged  with  the  responsibility  for  running  is 
to  move  the  culture  of  an  enormous  number  of  people,  a  culture 
that  has  been  in  place,  evolving  slowly,  over  200  years.  So,  while 
highest  ranking  officials  may  be  engaged  in  the  kind  of  work  to 
achieve  the  sort  of  cooperative  management  style  that  you  have  ex- 
emplified, why  that  culture  has  not  changed  as  rapidly  in  many 
local  communities  is  of  great  concern.  It  doesn't  seem  to  be  filtering 
down  to  all  of  the  individuals  who  are  responsible  for  ensuring  that 
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mail  moves  in  efficient  and  timely  manner.  I  know  that  you're  tak- 
ing several  steps  to  remain  productive  and  cooperative,  but  the 
kinds  of  improvements  that  you've  made  through  restructuring,  I 
suspect,  remain  fragile,  and  we  need  to  explore  how  to  continue  the 
progress  that  you  seek  to  make.  I  think  we'd  all  agree  that  that 
kind  of  progress  is  at  risk  if  morale  and  employee  concerns  in  gen- 
eral remain  not  as  fully  addressed  as  you'd  like. 

Finally,  Mr.  Chairman,  I'd  just  like  to  mention  that  next  month 
will  mark  the  anniversary  of  the  tragedies  at  Dearborn  and  Dana 
Point.  I  hope  that  in  the  course  of  these  hearings  we  can  learn 
what  kinds  of  measures  have  been  taken  over  the  last  year  to  en- 
sure that  both  postal  employees  and  the  millions  and  millions  of 
patrons  who  frequent  postal  establishments  across  the  country  are 
protected  from  threats  and  potential  incidents  of  violence. 

So,  with  that,  let  me  return  to  the  broader  and  more  positive  side 
and  just  suggest  that  the  kinds  of  efforts  that  you've  made  in  your 
service  at  the  Postal  Service  is  really  extraordinary.  It  is  a  signifi- 
cant undertaking.  It's  not  easy  and  it's  of  real  importance  to  vir- 
tually every  household  in  America. 

These  oversight  hearings  represent  a  real  opportunity  for  us  to 
work  together  and  I  thank  you,  Mr.  Chairman,  for  having  them. 

[The  prepared  statement  of  Hon.  Thomas  C.  Sawyer  follows:] 

Prepared  Statement  of  Hon.  Thomas  C.  Sawyer,  a  Representative  in 
Congress  From  the  State  of  Ohio 

Thank  you,  Mr.  Chairman.  Postmaster  General  Runyon,  we  welcome  your  appear- 
ance before  us  today. 

As  chairman  of  the  Subcommittee  on  Census,  Statistics  and  Postal  Personnel,  I 
remain  concerned  about  the  lingering  effects  of  restructuring  on  the  postal  work 
force.  The  subcommittee  continues  to  receive  numerous  reports  from  across  the 
country  citing  inadequate  staffing  levels,  the  movement  of  untrained  individuals 
int6  high  level  positions,  and  the  continuing  heavy  reliance  on  overtime.  Under- 
standably, these  issues  can  contribute  to  a  decline  in  morale,  and  can  adversely  af- 
fect customer  service. 

Equally  important,  I  am  not  convinced  that  the  culture  of  the  Postal  Service  has 
changed  sufficiently  at  the  local  level  in  many  communities.  It  appears  that  the 
highest  ranking  officials  are  promoting  a  more  cooperative  management  style.  How- 
ever, that  approach  does  not  seem  to  be  filtering  down  to  all  individuals  who  are 
responsible  for  ensuring  that  the  mail  moves  in  a  timely  and  efficient  manner. 

The  Postal  Service  is  taking  several  steps  to  improve  productivity  and  remain 
competitive.  However,  the  improvements  made  through  restructuring  remain  frag- 
ile. The  Postal  Service's  abiUty  to  serve  its  customers  will  remain  at  risk  if  employ- 
ees do  not  believe  that  their  concerns  are  being  addressed. 

Finally,  Mr.  Chairman,  I  want  to  note  that  next  month,  we  will  mark  the  anniver- 
sary of  the  tragedies  in  Dearborn,  Michigan,  and  Dana  Point,  CaUfomia.  I  am  inter- 
ested in  learning  what  measvires  have  been  taken  to  ensure  that  postal  employees 
are  protected  from  threats  and  actual  incidents  of  violence. 

Thank  you,  Mr.  Chairman,  for  yovir  leadership  on  issues  that  affect  service  to  vir- 
tually every  household  in  America.  These  annual  oversight  hearings  give  us  an  im- 
portant opportunity  to  assess  the  soundness  of  the  postal  system. 

Mr.  Clay.  I  thank  the  gentleman. 

Mr.  Boehlert. 

Mr.  Boehlert.  Thank  you,  Mr.  Chairman. 

I'm  an  unabashed  cheerleader  for  the  Postal  Service.  I  think  it 
does  remarkably  well  under  very  difficult  circumstances,  but  I  also 
acknowledge,  as  do  you,  General,  that  there's  always  room  for  im- 
provement. I'm  going  to  be  most  interested  as  we  approach  today's 
hearing  to  determine  whether  or  not  10.3  percent  is  adequate  as 
we  look  to  the  future  to  meet  your  needs.  I'm  concerned  about  the 


high  rate  of  overtime.  I'm  wondering  if  we  should  lessen  that  and 
have  more  people  on  the  regular  rolls.  I  have  a  lot  of  concerns,  but 
I  start  out  with  a  great  respect  and  admiration  for  the  Postal  Serv- 
ice and  the  job  it  does  under  very  difficult  circumstances. 

Among  other  things,  as  the  Chairman  said,  we  want  to  learn  a 
lot  of  things  today.  One  thing  I'd  like  to  learn  is  where  you  secure 
your  ties.  That's  a  magnificent  tie. 

Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Thank  you. 

Mr.  McCloskey. 

Mr.  McCloskey,  Thank  you  very  much,  Mr.  Chairman.  I  appre- 
ciate you  holding  these  hearings.  I  think  they're  very  pertinent  and 
will  be  informative. 

I  want  to  thank  Postmaster  General  Runyon  for  being  here.  I 
must  say  overall  I've  never  seen  anyone  more  committed  or  ener- 
getic or  purposeful  as  far  as  leadership  and  management  at  the 
Post  Office.  You're  a  good  friend.  However,  I  really  do  appreciate 
this  opportunity  to  get  updated  not  only  with  what's  going  right, 
but  also  on  what  problems  exist.  We  have  seen  the  press  recently 
that's  come  out  of  Chicago. 

Marvin,  in  my  area  of  Indiana,  we  do  get  reports  of  ongoing  de- 
livery and  scheduling  problems,  to  say  the  least.  Not  as  dramatic 
as  Chicago,  but  problems  focusing  right  now  on  the  Indianapolis 
area.  I'd  appreciate  also  getting  updated  on  the  adequacy  of  person- 
nel staffing  and  replacement  schedules.  As  you  have  mentioned 
from  time  to  time,  the  projected  figures  on  declining  business  vol- 
ume have  massive  ramifications  for  postal  rates  and  service. 

So,  I  appreciate  your  being  here  and  thank  you  for  all  your  help 
over  the  last  couple  of  years. 

Mr.  Chairman,  I  ask  that  my  formal  statement  be  accepted  for 
the  record. 

Mr.  Clay.  Without  objection,  so  ordered. 

[The  prepared  statement  of  Hon.  Frank  McCloskey  follows:] 

Prepared  Statement  of  Hon.  Frank  McCloskey,  a  Representative  in 
Congress  From  the  State  of  Indiana 

The  Postal  Service  faces  numerous  challenges  heading  into  the  21st  century  to 
continue  to  provide  efficient  and  economical  service  to  every  household  and  business 
in  the  country  while  competing  with  increasing  technology  and  alternative  deUvery 
methods.  The  Postal  Service  is,  however,  not  off  to  a  good  start.  Again  it  is  experi- 
encing increasing  complaints  about  mail  service.  From  talking  to  Postmasters,  post- 
al supervisors,  and  other  postal  employees  from  my  congressional  district,  the  pri- 
mary reason  for  service  problems  is  the  lack  of  personnel.  Obviously,  the  Postal 
Service  lost  many  experienced  letter  carriers  and  clerks  during  the  restructuring 
and  some  have  yet  to  be  replaced.  I  hope  that  the  Service  has  geared  up  to  authorize 
the  hiring  of  both  permanent  and  transitional  employees  so  that  they  may  meet  the 
needs  of  their  customers. 

In  addition  to  service  problems  throughout  the  country,  such  as  Chicago  and  Indi- 
anapoUs,  today's  hearing  will  focus  on  how  the  Postal  Service  will  meet  customer 
demands,  and  maintain  an  operating  base  with  the  increasing  use  of  faxes  and  com- 
puter technology.  I  do  not  beUeve  that  the  Postal  Service  will  become  a  dinosaur. 
I  am  certain  that  this  society  will  never  give  up  its  desire  for  paper  messages  and, 
as  some  constituents  have  stated  to  me,  people  look  forward  to  getting  mail  in  their 
mailboxes. 

However,  I  am  concerned  about  maintaining  universal  service  at  economical  rates 
with  the  diminution  of  first  class  volume.  Although  first  class  volume  grew  1.5  per- 
cent last  year,  the  Postal  Service  states  that  33  percent  of  business-to-business  mail 
has  been  lost  by  the  Service  over  the  past  6  years. 


In  addition,  Postmaster  General  Runyon  stated  last  July  in  a  speech  before  the 
Press  Club  that  by  the  year  2000  the  Postal  Service  expects  to  lose  65  percent  of 
its  business  to  business  mail  volume.  I  look  forward  to  hearing  about  how  the  Postal 
Service  envisions  its  role,  given  these  predictions.  I  am  anxious  to  learn  their  strate- 
gies and  how  they  plan  to  cope  with  the  increasing  use  of  electronic  communication. 

My  final  concern  is  about  the  proposed  rate  increase.  I  appreciate  the  fact  that 
the  majority  of  mailers  are  pleased  with  the  Postal  Service's  recommendations  to 
the  Postal  Rate  Commission.  Mr.  Runyon's  predictions  and  my  own  sense  of  the  de- 
clining mailstream  resulting  ii-om  increased  competition  from  electronics  and  alter- 
nate forms  of  delivery  convince  me  that  the  Postal  Service  needs  to  find  additional 
ways  to  increase  revenues.  This  year,  the  Postal  Service  continues  to  run  over  its 
projected  budget  due  in  part  to  overtime  hours,  which  are  also  up  from  last  year. 
I  do  not  think  it  is  prudent  for  the  Postal  Service  to  go  hat  in  hand  to  the  PRC 
to  request  another  rate  increase  because  the  recent  rate  filing  will  be  insufficient 
beyond  2  years.  Unlike  in  the  past,  postal  pricing  has  now  become  a  significant  fac- 
tor in  the  Postal  Service's  attempt  to  remain  the  Government  corporation  envisioned 
by  the  Postal  Reorganization  Act.  The  public  and  postal  customers  will  not  appre- 
ciate another  rate  filing  in  such  a  short  time  period. 

I  commend  Chairman  Clay  for  conducting  these  hearings  about  the  Postal  Service 
and  its  future  and  look  forward  to  working  with  him  to  ensure  that  the  Postal  Serv- 
ice maintains  its  presence. 

I  want  to  thank  our  Mr.  Runyon  for  appearing  today  to  discuss  the  future  of  a 
viable  Postal  Service. 

Mr.  Clay.  You  didn't  mention  the  Postmaster  General's  tie.  Does 
that  mean  you  disagree  with  Mr.  Boehlert? 

Ms.  Norton,  do  you  have  a  statement? 

Ms.  Norton.  Thank  you,  Mr.  Chairman,  yes. 

Postmaster  Runyon,  I  know  you  have  been  in  the  national  spot- 
light recently  and  that  also,  after  the  years  of  your  service  you  rec- 
ognize that  the  post  office  will  never  be  cited  for  what  it  does  right, 
that  that  comes  with  the  territory.  You  have  brought  some  impor- 
tant innovations  from  the  private  sector.  We  who  have  just  com- 
pleted the  buyout  legislation,  finally  got  it  through,  are  also  looking 
at  buyouts  that  were  done  in  a  post  office  to  make  sure  we  don't 
repeat  some  of  those  mistakes.  You  have  done  us  a  service.  You 
were  a  pioneer  and  we  have  adopted  our  own  version. 

I  never  judge  the  performance  of  an  institution  by  what  amounts 
to  the  anecdotal  reportage  that  is  necessarily  picked  up  when  re- 
porters go  about  their  business.  The  bottom  line  for  me  this  morn- 
ing will  be  to  discover  whether  the  problems  that  have  gotten  pub- 
lic attention  in  recent  months  were  there  all  the  time  or  whether 
they  are  the  result  of  the  restructuring  of  the  Postal  Service. 

Thank  you  very  much,  Mr.  Chairman. 

Mr.  Clay.  Thank  you. 

Mr.  Petri,  do  you  have  an  opening  statement?  Mrs.  Morella? 

Mrs.  Morella.  Thank  you  very  much,  Mr.  Chairman.  I  want  to 
thank  you  for  having  this  oversight  hearing.  I'm  really  looking  for- 
ward to  asking  a  few  questions  of  our  Postmaster  General.  I  will 
be  brief  because  I  think  that  Mr.  Runyon's  statement  touches  on 
several  issues  which  lend  themselves  to  questions. 

In  his  statement.  Postmaster  General  Runyon  has  correctly  stat- 
ed that  mail  is  the  single  most  pervasive  means  of  communication 
and  commerce  in  the  United  States,  used  by  250  million  Americans 
virtually  every  day.  Indeed,  the  mail  system  does  touch  every  life. 
However,  what  the  American  public  is  looking  for  in  our  Postal 
Service  is  service  coupled  with  reliability.  When  mail  from  my  of- 
fice in  the  Cannon  House  Office  Building  to  my  district  office  in 
Rockville,  MD,  takes  10  days — and  that's  without  any  snow  or  ice. 
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I  believe  that  we  are  justified  in  thinking  that  there  must  be  some- 
thing wrong  that  we  can  correct. 

The  Postal  Service  has  just  completed  a  major  restructuring  and 
not  without  internal  repercussion.  From  letters  that  I've  received, 
it  appears  that  the  loss  of  morale  among  employees  is  not  uncom- 
mon. It's  unclear  whether  situations  such  as  Chicago  are  due  to 
stress,  ice  and  snow,  or  the  loss  of  morale  or  the  will  to  excel. 

When  older  employees  are  reassigned  into  positions  10  and  11 
grades  below  the  level  that  they've  achieved  during  35  years  of 
service  and  these  long-term  employees  are  supervised  by  managers 
5  and  6  grades  their  junior,  there's  a  problem.  When  these  higher 
grade  employees  retain  their  pay  but  are  assigned  to  a  lower  grade, 
they  are  essentially  blocking  the  career  paths  of  younger  employ- 
ees— and  this  is  a  problem. 

Automation  and  new  logos  do  not  camouflage  morale  and  per- 
formance issues.  I  would  suggest  that  as  much  thought  and  atten- 
tion be  given  to  human  considerations  on  both  the  employee  and 
customer  levels  as  to  designing  another  tee  shirt  or  key  chain  with 
an  Elvis  Presley  stamp  on  it.  Even  though  I  recognize  that  there 
has  been  consideration  on  the  human  factor,  I  think  we  need  to  do 
more  in  that  regard. 

I  appreciate  the  Herculean  effort  it  takes  to  manage  the  intrica- 
cies of  keeping  track  of  533  million  pieces  of  mail  per  day,  a  for- 
midable task.  However,  if  one  of  my  constituents  in  Gaithersburg 
doesn't  receive  her  birthday  card,  or  the  constituents  of  my  col- 
leagues do  not  receive  some  other  kind  of  note  from  family  or,  for 
instance,  the  nonreceipt  of  bills  is  followed  by  a  dunning,  "Pay  up 
or  else"  letter,  which  always  seem  to  reach  the  destination,  that  is 
our  problem  and  the  Postal  Service  eventually  hears  about  it. 

So,  this  remedial  process  in  itself  is  very  expensive.  We  may 
want  to  consider  the  motto,  "We  do  it  right  the  first  time,"  in  addi- 
tion to,  "We  do  it  for  you." 

In  addition  to  that,  I  just  want  to  comment  on  the  fact  that  I've 
heard  from  some  newspapers  in  my  district  and  with  the  postal  in- 
crease proposed,  it  appears  as  though  in-county  newspapers  will 
have  an  increase  of  about  35  percent,  whereas  the  rate  increase  for 
other  mail,  other  newspapers  is  about  10  percent.  This  will  mean 
that  in  my  jurisdiction — and  I'm  sure  the  jurisdiction  of  most  of  the 
other  Members  of  Congress — there  will  be  some  newspapers,  com- 
munication, that  will  really  be  put  out  of  business.  I  would  also  like 
the  Postmaster  General  to  address  that. 

I  thank  you  very  much,  Mr.  Chairman. 

[The  prepared  statement  of  Hon.  Constance  A.  Morella  follows:] 

Prepared  Statement  of  Hon.  Constance  A.  Morella,  a  Representative  in 
Congress  From  the  State  of  Maryland 

Mr.  Chairman,  thank  you  for  letting  me  share  a  few  thoughts  with  you.  I  will  be 
brief  because  I  think  that  Mr.  Runyon's  statement  touches  on  several  issues  which 
lend  themselves  to  questions. 

The  Postmaster  General,  in  his  statement,  has  correctly  stated  that,  "Mail  is  the 
single  most  pervasive  means  of  communication  and  commerce  in  the  United  States, 
used  by  250  million  Americans  virtually  every  day."  The  mail  system  does  touch 
every  Ufe.  However,  what  the  American  public  is  looking  for  in  our  Postal  Service 
is  service,  coupled  with  reliability.  When  mail  from  yoiu-  office  in  the  Cannon  House 
Office  Building  to  my  district  office  in  Rockville,  MD,  takes  10  days  (and  there  was 
no  snow  or  ice),  I  beUeve  that  I  am  justified  in  thinking  that  something  is  wrong. 


The  Postal  Service  has  just  completed  a  major  restructuring — and  not  without  in- 
ternal repercussion.  From  letters  I  have  received,  it  appears  that  the  loss  of  morale 
among  employees  is  not  uncommon.  It  is  unclear  whether  situations  such  as  Chi- 
cago is  due  to  stress,  ice  and  snow,  or  the  loss  of  morale  and  the  wUl  to  excel. 

When  older  employees  are  reassigned  into  positions  10  and  11  grades  below  the 
level  they  have  achieved  during  35  years  of  service,  and  these  long-term  employees 
are  supervised  by  managers  5  and  6  grades  their  junior,  there  is  a  problem.  When 
these  higher  grade  employees  retain  their  pay  but  are  assigned  to  a  lower  grade, 
they  are  essentially  blocking  the  career  paths  of  younger  employees;  this  is  a  prob- 
lem. 

Automation  and  new  logos  do  not  camouflage  morale  and  performance  issues.  I 
would  suggest  that  as  much  thought  and  attention  be  given  to  human  consider- 
ations— on  both  the  employee  and  customer  levels — as  to  designing  another  tee-shirt 
or  key  chain  with  an  Elvis  Presley  stamp  on  it. 

I  appreciate  the  Herculean  effort  it  takes  to  manage  the  intricacies  of  keeping 
track  of  533  million  pieces  of  mail  per  day — a  formidable  task.  However,  if  Aunt 
Gertrude  in  Gaithersbiirg  doesn't  receive  her  birthday  card,  mailed  2  weeks  before 
her  birthday,  that  is  my  problem.  Or,  for  instance,  the  nonreceipt  of  bills  is  followed 
by  dunning  "Pay  up  or  else"  letters  (which  always  seem  to  reach  the  destination), 
that  is  my  problem  and  the  Postal  Service  eventually  hears  about  it.  This  remedial 
process  in  itself  is  very  expensive.  You  may  want  to  consider  the  motto,  "We  do  it 
right  the  first  time,"  in  addition  to  "We  do  it  for  you." 

Mr.  Clay.  Thank  you. 

Mr.  Wynn. 

Mr.  Wynn.  As  I  was  saying,  Mr.  Chairman,  I  want  to  thank  you 
for  calling  this  hearing.  I'm  delighted  to  take  part.  This  is  of  great 
concern  to  my  constituents,  and  I'm  hoping  that  Mr.  Runyon  will 
respond  to  some  of  these  concerns.  I  echo  a  lot  of  the  concerns  that 
Mrs.  Morella  has  raised,  but  particularly  I  had  the  occasion  to  meet 
with  managers  from  the  Postal  Service  last  week  and  I  have  to  tell 
you  that  there's  a  concern  about  delivery,  which  is  a  very  fun- 
damental if  not  the  essence  of  the  Postal  Service's  role. 

For  3  years  running,  and  this  is  based  on  an  earlier  study  prior 
to  niy  coming  to  Congress,  my  area  has  had  among  the  worst  serv- 
ice in  the  country  and  the  delays  are  outrageous,  quite  frankly. 
Creditors  have  complained  that  they  have  to  make  extra  allow- 
ances for  the  receipt  of  bills  because  the  service  is  so  poor.  Of 
course,  I  received  assurances  from  these  local  managers  that  they 
would  respond  to  the  problems,  but  I'm  certainly  hoping  that  Mr. 
Runyon  can  shed  some  light  on  why  we  continue  to  have  this  prob- 
lem of  poor  service. 

Second,  as  a  result  of  representing  a  suburban  Washington  dis- 
trict, I  get  quite  a  few  complaints  with  regard  to  personnel  matters, 
issues  as  simple  as  request  for  shift  changes.  There's  been  a  lot  of 
publicity  about  some  of  the  violence  in  postal  facilities  resulting 
from  employee  frustration.  I  can  understand  it.  Reading  some  of 
the  letters  that  the  Postal  Service  has  sent  back  to  my  office  in  re- 
sponse to  constituent  concerns  which  reflect  the  general  insensitiv- 
ity  to  relatively  simple  questions  of  personnel  matters,  I  can  under- 
stand the  building  frustration  among  postal  employees.  Obviously 
I'd  like  to  hear  how  we're  going  to  address  these  in  the  future. 

Third  is  the  continuing  concern  that  I  expressed  to  Mr.  Runyon 
the  last  time  he  appeared  before  us  having  to  do  with  the  lack  of 
minorities  in  management  positions  in  the  headquarters  office. 
That  is  a  matter  that  continues  to  be  of  concern.  The  restructuring, 
while  having  some  positive  effects  in  terms  of  reducing  the  size  of 
the  work  force  and  efficiency  in  savings,  for  which  Mr.  Runyon 
should  be  complimented,  also  has  resulted  in  a  lessening  of  the  role 
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of  minorities  at  the  professional  level.  That  continues  to  be  a  con- 
cern and  hopefully  we  will  hear  something  about  how  that  concern 
can  be  addressed. 

So,  Mr.  Chairman,  I'm  delighted  to  have  this  opportunity  to  par- 
ticipate in  this  hearing  and  want  to  again  thank  you  for  bringing 
us  together. 

Mr.  Clay.  I  thank  the  gentleman. 

Mr.  Ridge. 

Mr.  Ridge.  Chairman,  I  will  waive. 

Mr.  Clay.  Mr.  Bishop. 

Mr.  Bishop.  Thank  you  very  much,  Mr.  Chairman. 

Let  me  also  welcome  the  Postmaster  General  and  company  to  the 
committee  again. 

I  have  similar  concerns  to  those  that  have  been  expressed  by 
other  Members.  I  do,  however — would  like  to  commend  the  Service 
for  the  efforts  that  have  been  undertaken  with  regard  to  violence, 
with  regard  to  frustration  in  the  workplace.  Our  Subcommittee  on 
Postal  Operations  has  held  hearings  in  Detroit  and  we  were  able 
to  learn  of  some  of  the  efforts  that  have  taken  place  in  the  Depart- 
ment to  try  to  alleviate  some  of  the  problems  that  the  Service  has 
incurred. 

However,  I  have  a  serious  concern  about  the  impact  that  reduc- 
tions in  force  and  the  reorganization  has  had  on  the  quality  of  serv- 
ice. Delivery,  as  Mr.  Wynn  indicated,  is  extremely  important. 
That's  the  essence  of  your  mission  and  it  would  appear  to  me  that 
apparently  there  has  been  some  degree  of  serious  interference  with 
quality  of  service  as  a  result  of  the  work  force  being  reduced,  em- 
ployees having  to  work  overtime  or  having  to  perform  the  same 
amount  of  work  with  fewer  coworkers. 

I  think  that  we  need  to  frankly  look  at  that  if  we're  going  to  have 
a  Postal  Service  that  works  and  performs  efficiently  in  the  delivery 
of  our  mail  so  that  everybody  in  the  country  can  receive  mail,  even 
in  rural  areas  that  are  not  served  by  commercial  carriers.  I  believe 
that  it's  something  that  needs  to  be  addressed. 

Now,  what  is  the  real  impact  of  the  reductions  in  force?  What  is 
the  real  impact  of  the  reorganization  as  it  relates  on  day-to-day  op- 
erations in  terms  of  delivery  of  the  mail?  I  hear  from  workers  who 
indicate  that  they  are  overworked.  They're  being  required  to  do  the 
same  amount  of  work  that  was  done  when  they  had  many  more  co- 
workers helping  them,  and  frustrations  arise  because  of  the  ex- 
treme amount  of  overtime,  the  time  away  from  family.  Those  kinds 
of  concerns,  I  think,  need  to  be  looked  at  very  seriously  if  we're 
going  to  look  at  the  long-term  effectiveness  of  the  Post  Office. 

[The  prepared  statements  of  Hon.  Gary  L.  Ackerman  and  Hon. 
Barbara-Rose  Collins  follow:] 

Prepared  Statement  of  Hon.  Gary  L.  Ackerman,  a  Representative  in 
Congress  From  the  State  of  New  York 

Thank  you,  Mr.  Chairman.  I  would  Uke  to  welcome  Postmaster  General  Runyon 
and  his  distinguished  colleagues.  We  thank  you  for  your  testimony  and  your  time. 

I  would  also  like  to  congratulate  the  Postal  Service  for  their  continued  effort  to 
improve  mail  service  nationwide.  There  have  been  improvements  in  the  on-time 
mail  delivery  and  customer  satisfaction  ratings. 

However,  we  also  need  to  acknowledge  that  there  is  still  progress  to  be  made  in 
this  regard.  Certain  parts  of  the  country  are  still  falling  below  nationally  competi- 
tive, acceptable  levels.  We  need  to  continue  to  show  customers  that  the  Postal  Serv- 
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ice  is  innovative  and  that  this  is  just  the  beginning  of  our  efforts  to  improve  overall 
service. 

I  look  forward  to  working  with  you  toward  our  mutual  goal  of  continued  growth 
and  improvement. 


Prepared  Statement  of  Hon.  Barbara-Rose  Collins,  a  Representative  in 
Congress  From  the  State  of  Michigan 

Mr.  Chairman,  I  want  to  thank  you  for  holding  this  most  important  oversight 
hearing  to  discuss  with  the  Postmaster  General,  Marvin  Runyon,  his  thoughts  and 
views  on  the  future  of  the  Postal  Service.  I  beheve  it  is  imperative  that  we  fully 
exercise  our  oversight  authority  and  work  in  partnership  with  the  U.S.  Postal  Serv- 
ice to  ensure  that  every  effort  has  been  made  to  maintain  a  competitive  and  finan- 
cially stable  postal  system. 

I  would  also  like  to  take  this  opportunity  to  welcome  Postmaster  General  Marvin 
Runyon  and  his  staff  as  we  begin  the  first  in  a  series  of  oversight  hearings  on  the 
future  of  the  U.S.  Postal  Service. 

I  hope  Mr.  Runyon  is  prepared  to  address  concerns  that  I,  and  other  members 
of  this  committee,  have  in  regards  to  his  report.  My  concern  is  not  only  with  fi- 
nances but  customer  satisfaction,  the  10.3%  proposed  rate  increase,  priority  mail, 
and  improving  employee  relations. 

The  Postal  Service  must  demonstrate  that  it  has  a  plan  to  control  its  operating 
cost  and  remaining  fianancially  stable  well  into  the  futxu-e. 

Thank  you,  Mr.  Chairman,  and  I  look  forward  to  the  upcoming  testimony  by  Post- 
master General  Runyon. 

Mr.  Clay.  Thank  you.  Mr.  Runyon,  your  entire  statement  will  be 
entered  into  the  record  at  this  point  and  you  may  proceed  as  you 
see  fit. 

STATEMENT  OF  HON.  MARVIN  RUNYON,  POSTMASTER  GEN- 
ERAL OF  THE  UNITED  STATES,  ACCOMPANIED  BY  JOE 
CARAVEO,  CHIEF  OPERATING  OFFICER  AND  EXECUTIVE 
VICE  PRESIDENT,  U.S.  POSTAL  SERVICE;  AND  MIKE  RILEY, 
CHIEF  FINANCIAL  OFFICER  AND  SENIOR  VICE  PRESIDENT, 
U.S.  POSTAL  SERVICE 

Mr.  Runyon.  Thank  you  very  much,  Mr.  Chairman,  and  mem- 
bers of  the  Committee. 

With  me  today  are  Joe  Caraveo,  our  Chief  Operating  Officer  and 
Executive  Vice  President,  and  Mike  Riley,  our  Chief  Financial  Offi- 
cer and  Senior  Vice  President.  We  welcome  the  chance  to  represent 
the  710,000  dedicated  career  employees  of  the  U.S.  Postal  Service 
and  talk  with  you  today  about  our  current  performance,  the  obsta- 
cles and  opportunities  we  see  and  the  steps  we're  taking  to  address 
them  now  and  in  the  years  ahead. 

The  Postal  Service  has  been  in  the  headlines  recently.  There 
have  been  stories  about  mail  service  problems  in  Chicago,  our  pro- 
posal to  raise  postal  rates  next  year,  the  integrity  and  dedication 
of  postal  employees,  and  our  ability  to  keep  up  with  changing  tech- 
nology. I  know  that  these  issues  are  of  concern  to  the  committee. 
They're  important  to  the  Postal  Service  too.  In  fact,  they  frame  the 
major  challenges  facing  our  organization  today  and  for  years  to 
come. 

I  believe  the  keys  to  our  success  are  providing  top  quality  service 
at  economical  prices  through  the  efforts  of  motivated  professional 
employees  with  products  that  keep  pace  with  the  changing  commu- 
nication needs  of  our  customers.  In  the  past  year,  we've  made 
progress  in  these  four  areas  and  I  believe  we're  clearly  headed  in 
the  right  direction.  Customer  satisfaction  is  at  record  highs.  In  De- 
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cember,  January,  and  February,  89  percent  of  all  households  rated 
their  local  mail  service  as  excellent  to  very  good  or  good.  Spring- 
field, MA,  leads  the  Nation  with  a  96  percent  approval  rating. 
Eighty-four  of  our  170  metropolitan  areas,  just  one  city  short  of 
half,  scored  in  the  90's  last  quarter  and  19  improved  their  "excel- 
lent" and  "very  good"  ratings  by  5  percentage  points  or  more. 

These  findings  are  echoed  in  recent  data  collected  by  Roper  Re- 
ports. In  this  survey,  the  Postal  Service  earned  the  highest  favor- 
able rating  compared  with  13  Cabinet-level  Departments  of  the 
Federal  Government,  as  you  can  see  here.  Our  rating  of  70  percent 
was  one  point  higher  than  last  year  and  15  points  better  than  the 
next  agency,  the  Department  of  Defense. 

The  Postal  Service  also  was  the  only  Federal  agency  in  the  sur- 
vey to  improve  its  score  over  last  year.  There  are  areas  though  we 
need  improvement.  On-time  delivery  in  quarter  2  dropped  in  a 
number  of  locations,  in  part  due  to  the  record  cold  and  ice  that  hit 
much  of  our  Nation  this  winter.  However,  we're  making  no  excuses. 
Our  managers  are  working  to  make  sure  that  those  scores  improve 
next  quarter. 

As  I  mentioned  earlier,  the  city  of  Chicago  presents  a  special 
problem.  Its  69  percent  customer  satisfaction  rating  is  the  last  in 
the  Nation.  I  went  to  Chicago  on  March  the  21st  and  saw  and 
heard  firsthand  examples  of  the  poor  service  there.  I  found  it  unac- 
ceptable. I  was  disappointed  for  the  citizens  of  Chicago  and  frus- 
trated that  we  had  so  many  unhappy  customers.  I  also  felt  for  the 
hardworking,  dedicated  employees  in  Chicago  who  want  to  do  a 
good  job  servicing  their  customers.  Help  is  now  in  sight  and  we've 
begun  to  see  improvement.  We  had  a  task  force  of  postal  experts 
in  Chicago  within  48  hours.  Their  mandate  is  to  change  what  needs 
to  be  changed  and  do  what  it  takes  to  fix  the  problems.  They've 
been  working  shoulder  to  shoulder  with  local  managers  to  improve 
lobby  service,  adjust  transportation  schedules,  fill  vacancies,  and 
respond  to  customer  needs.  Chicago  has  gotten  my  attention  and 
that  of  our  managers  nationwide.  The  problems  there  are  serving 
to  remind  all  of  us  that  the  customer  must  come  first. 

Since  our  last  meeting,  we've  completed  a  number  of  important 
changes  affecting  our  financial  bottom  line.  We've  finished  our  re- 
structuring at  the  Postal  Service  and  eliminated  layers  of  bureauc- 
racy and  overhead  positions,  but  without  resorting  to  layoffs.  This 
has  made  us  more  responsive  to  customers  and  employees  and  is 
saving  us  more  than  $1  billion  annually. 

We  closed  the  books  on  fiscal  year  1993  in  better  financial  shape 
than  expected.  We  beat  our  revised  financial  plan  by  $20  million 
before  extra  charges  for  things  like  OBRA  and  the  revenue  forgone 
shortfall.  We  ended  the  year  with  a  record  mail  volume  of  171  bil- 
lion pieces.  That  upswing  in  business  is  carried  over  into  fiscal  year 
1994.  Halfway  through  the  year,  mail  volume  is  up  2.8  percent,  led 
by  double  digit  gains  in  parcel  post  and  priority  mail.  We  are  work- 
ing to  improve  service  quality  for  these  products  and  others  so  that 
we  can  build  on  these  gains. 

However,  operating  costs  are  up  as  well,  2.4  percent  of  plan,  and 
we  are  currently  short  of  our  net  income  goal  by  $554  million,  as 
you  pointed  out.  We've  taken  steps  to  reduce  overtime  and  recent 
data  shows  the  beginning  of  a  downward  trend.  Automation  is  an 
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important  tool  in  controlling  growth  in  postal  costs.  We're  getting 
back  on  track  with  the  deplo3rment  of  our  advanced  sorting  equip- 
ment and  now  expect  to  have  virtually  all  letter  mail  bar  coded  by 
the  end  of  1997.  We've  almost  completed  our  Optical  Character 
Reader  Network  with  some  837  pieces  of  equipment  installed. 
Twenty-five  remote  encoding  sites  are  in  operation  and  22  more 
plants  will  come  on-line  this  year. 

We've  invested  about  $2.6  billion  in  automation  since  1987  and 
have  seen  positive  bottom-line  results.  Through  this  year,  the  auto- 
mated equipment  that  we  have  funded  has  helped  us  reduce  our 
costs  by  $1.6  billion.  Over  the  life  of  this  equipment,  we  will  avoid 
costs  in  excess  of  $14  billion.  We're  still  in  the  implementation 
stages  of  this  program  too  and  expect  to  invest  $1.7  billion  more 
in  the  next  several  years,  subject  to  the  approval  of  the  Board  of 
Governors. 

We  have  a  detailed  presentation  on  this  subject  which  we  would 
really  like  to  provide  to  this  committee  for  the  record. 

The  results  of  automation  are  impressive  and  would  be  desirable 
investments  in  any  organization.  However,  it's  important  to  under- 
stand that  automation  alone  cannot  prevent  growth  in  postal  costs. 
We  are  pursuing  a  wide  range  of  other  programs  and  initiatives  to 
control  our  costs  on  all  fronts. 

We're  keeping  our  prices  steady  for  a  record  fourth  year,  through 
1994.  At  29  cents,  our  first  class  rate  remains  the  best  in  the  in- 
dustrialized world,  as  you  can  see  from  the  chart  here.  When  it's 
time  for  our  prices  to  go  up  next  year,  we've  asked  that  the  in- 
crease be  kept  to  10.3  percent  essentially  across  the  board.  That 
would  be  the  smallest  percentage  increase  we've  requested  in  25 
years,  more  than  2  percentage  points  below  inflation  and  half  of 
what  the  mailing  industry  expected  only  last  fall. 

Had  we  resigned  ourselves  to  the  predictions  of  the  past,  America 
would  be  mailing  its  tax  forms  tomorrow  night  with  35-cent 
stamps.  Instead,  we've  postponed  the  increase  by  a  year  and  cut  it 
in  half,  saving  postal  customers  another  $14  billion  through  1996. 
This  is  a  significant  accomplishment,  made  possible  by  the  great  ef- 
forts of  postal  employees  nationwide.  Business  mailers  recognize 
that  and  they  appreciate  it.  They  also  recognize  that  with  this  re- 
quest, instead  of  sitting  back  and  passing  along  costs,  we  are  chal- 
lenging ourselves  to  control  them,  to  build  our  business  and  to  im- 
prove our  performance. 

The  key  players  in  our  success  are  our  employees.  In  meeting 
and  talking  with  thousands  of  postal  people  in  the  past  22  months, 
I've  found  them  to  be  some  of  the  most  hard-working,  dedicated, 
and  professional  people  I've  ever  encountered.  Recently,  there  have 
been  a  couple  of  disparaging  reports  about  the  integrity  and  dedica- 
tion of  some  of  our  people.  We're  all  disappointed  when  individual 
employees  break  the  law  or  take  advantage  of  the  trust  with  which 
they've  been  endowed.  At  the  same  time,  almost  daily,  I  see  ac- 
counts of  courage,  commitment,  and  dedication  to  the  customer. 
Paul  Harvey  recently  talked  about  the  challenge  our  employees 
face  in  dealing  with,  and  I  quote,  "dogs  that  bite  and  people  that 
bark."  All  told,  I'm  proud  of  our  people  and  the  efforts  they  are 
making  to  serve  postal  customers. 
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Work  force  diversity  is  an  important  asset  for  the  Postal  Service 
and  we've  grown  stronger  in  the  past  12  months,  at  Postal  Service 
headquarters  and  nationwide.  Since  last  April,  we've  hired  19,529 
more  minority  career  employees.  Of  these,  12,104  are  African- 
Americans;  3,701  are  Asian-Americans;  3,369  are  Hispanics;  and 
355  are  Native  Americans  and  Alaskan  Natives.  As  a  result  of 
these  gains,  33  percent  of  all  postal  employees  are  minorities.  This 
33  percent  is  comprised  of  21  percent  African-Americans,  6^2  per- 
cent Hispanics  and  5  percent  Asian- Americans. 

Today,  our  work  force  also  includes  more  women.  In  the  past 
year,  we've  hired  18,433  more  women  of  all  ethnic  origins.  Now,  35 
percent  of  our  career  employees  are  female.  At  Postal  Service 
Headquarters,  the  number  and  percentage  of  minorities  and  Afri- 
can-Americans has  increased  compared  to  a  year  ago.  We've  also 
seen  gains  in  top  positions,  including  the  officers  of  the  Postal 
Service. 

We're  also  making  improvements  in  the  area  of  contracting  with 
minority  businesses  and  I'm  encouraged  by  our  progress  this  fiscal 
year.  Approximately  $21  million,  or  5.7  percent,  of  the  money  we 
spent  in  quarter  1  for  purchasing  facilities  and  transportation  con- 
tracts was  awarded  to  minority  businesses.  This  represents  an  in- 
crease of  nearly  2  percentage  points  over  fiscal  year  1993. 

We've  also  introduced  performance-based  incentives  for  our  969 
executive  level  employees  this  year.  This  is  the  first  program  of  its 
kind  in  the  Federal  Government  and  it's  based  on  successful  pri- 
vate sector  plans.  It  rewards  teamwork,  cooperation,  and  organiza- 
tional success.  No  payouts  will  be  made  under  this  program  unless 
the  Postal  Service  achieves  its  financial  targets.  Each  performance 
cluster  team  must  also  reach  target  performance  levels  against  all 
three  goals  for  qualifying  for  these  incentive  awards.  One  goal  can- 
not be  achieved  at  the  expense  of  the  others,  and  customer  satisfac- 
tion and  treatment  of  employees  are  weighted  higher  than  cost  in 
this  scoring. 

These  business-tested  incentives  will  help  us  improve  our  short- 
and  long-term  performance.  So  far,  we've  introduced  the  concept 
only  with  executives,  but  I  would  like  to  see  us  take  this  kind  of 
approach  toward  compensation  at  all  levels  of  the  Postal  Service. 

The  final  ingredient  in  our  short  and  long-term  plans  is  to  have 
progressive,  responsive  products  that  keep  up  with  customer  needs. 
We  represent  our  Nation's  first  information  superhighway.  Millions 
of  American  businesses  depend  on  us  to  attract  customers,  supply 
products,  and  bring  in  profits.  Households  near  and  far,  urban  and 
rural,  rich  and  poor,  all  rely  on  the  mail  to  stay  informed  and  to 
keep  in  touch.  America  depends  on  the  mailbox. 

Quite  frankly  though,  our  menu  of  products  and  services  has  be- 
come complex,  bureaucratic  and  sometimes  unresponsive.  In  many 
respects,  it's  hard  to  do  business  with  the  Postal  Service  and  we're 
working  to  fix  that. 

To  begin  with,  we've  taken  a  number  of  steps  to  become  more 
convenient  and  customer  focused.  We've  expanded  service  hours  in 
many  cities  and  we're  testing  credit  card  acceptance  in  select  loca- 
tions. Our  postal  stores,  special  retail  facilities  with  products  out 
on  display  for  maximum  accessibility  and  speed,  have  shown  that 
convenience  is  profitable  too.  The  General  Accounting  Office  notes 
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that  of  the  16  stores  open  for  a  year  or  longer,  14  generated  gross 
revenues  that  were,  and  I  quote,  "two  and  a  half  to  six  times  great- 
er than  operating  costs." 

We've  also  simplified  our  domestic  mail  manual  and  made  it 
easier  to  use.  To  be  honest,  though,  this  is  like  patching  one  pot- 
hole when  you  really  need  to  lay  a  new  road.  The  current  four 
classes  of  mail  were  created  more  than  a  century  ago  and  in  recent 
years  we've  added  dozens  of  fractional  worksharing  discounts  to  re- 
spond to  worksharing  initiatives  and  technological  innovations.  The 
result  is  a  busy,  bumpy,  bureaucratic  ride  for  our  postal  customers. 

What's  needed  is  a  complete  overhaul  of  our  classification  sys- 
tem. We  need  to  develop  a  simple  menu  of  products,  one  that's 
based  on  service  level,  use  of  technology  and  volume,  one  that's 
easier  for  customers  and  postal  employees  to  understand  and  use, 
and  one  with  prices  tied  more  closely  to  cost  and  market  factors. 
We're  working  with  our  Reclassification  Committee  of  postal  cus- 
tomers to  frame  the  specifics  of  this  proposed  system,  and  we  hope 
to  present  them  to  our  Board  of  Governors  and  then  to  the  Postal 
Rate  Commission  for  consideration  later  this  year. 

These  four  efforts,  to  improve  service  quality,  to  keep  our  prices 
economical,  to  build  and  reward  teamwork  and  organizational  suc- 
cess, and  to  make  our  products  responsive  to  changing  customer 
needs  are  important  not  just  for  the  short-term  success  of  the  Post- 
al Service,  but  they're  also  important  for  the  long-term  competitive- 
ness and  viability  of  the  nationwide  communication  service  we  pro- 
vide. Mail  is  the  single  most  pervasive  means  of  communication 
and  commerce  in  the  United  States,  used  by  250  million  Americans 
virtually  every  day,  and  yet  every  day  private  companies  and  new 
technology  challenge  us  with  new  choices  and  communications  al- 
ternatives. 

Many  people  continue  to  think  of  the  Postal  Service  as  a  Gk)vem- 
ment  monopoly.  In  truth,  we  face  more  types  of  competition  than 
I  ever  did  in  my  45  years  of  experience  in  the  automobile  industry. 
We  have  seven  major  product  lines,  each  of  which  would  qualify  as 
a  Fortune  200  company  and  each  of  which  faces  direct  or  indirect 
competition.  They  include  correspondence  and  transactions,  adver- 
tising, expedited  delivery,  standard  packages,  international  mail, 
publications,  and  retail  services. 

The  opposition  is  diverse  and  formidable,  ranging  from  private 
couriers  and  alternative  delivery  companies  that  carry  advertise- 
ments and  magazines  to  newspaper,  radio,  television  and  other 
types  of  advertising  which  compete  with  direct  mail,  to  fax,  E-mail, 
and  electronic  data  interchange. 

In  the  past,  we  were  slow  to  respond  to  the  new  choices  in  the 
marketplace  and  as  a  result  we  watched  our  customers  take  their 
business  elsewhere.  In  the  correspondence  and  transaction  market, 
our  business-to-business  segment  has  been  clearly  impacted  by  the 
new  technology.  Many  faxes  and  E-mail  messages  are  simply  let- 
ters without  envelopes  and  stamps.  Our  mail  volume  in  this  par- 
ticular segment  of  first  class  mail  has  declined  by  33  percent  in  the 
past  6  years.  As  far  as  I'm  concerned,  competition  is  good.  It's 
pushing  us  to  improve  our  performance  and  do  a  better  job  serving 
customers.  A  lot  is  at  stake  too.  We  must  maintain  our  extensive 
infrastructure  if  we're  going  to  provide  a  variety  of  delivery  serv- 
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ices  to  every  address  in  this  Nation.  To  do  that,  we  have  to  keep 
up  with  customer  needs  and  stay  competitive. 

We're  coming  at  this  challenge  from  several  sides.  First,  we're 
working  to  improve  the  products  and  services  we  have,  while  at  the 
same  time  managing  our  cost  to  keep  postal  prices  competitive. 
We're  evaluating  our  many  physical  assets  and  looking  for  ways  to 
bring  in  additional  revenue,  and  we're  developing  a  technological 
game  plan  to  take  us  into  the  next  century  and  the  next  generation 
of  communications  products  our  customers  will  need. 

Technology  and  the  future  of  communications  are  beginning  to 
take  shape,  but  there's  no  map  to  tell  us  which  way  the  electronic 
superhighway  is  headed.  There  have  been  a  flurry  of  high-profile 
marriages,  and  a  couple  of  annulments  and  a  number  of  test 
projects  and  some  really  great  ideas,  but  so  far  the  missing  ingredi- 
ent is  the  customer.  In  the  office,  faxes  are  giving  way  to  electronic 
mail.  Documents,  photographs,  even  video  images  are  being  trans- 
mitted between  computers  in  moments.  At  home,  though,  America 
is  still  tuned  into  simple,  familiar  products  like  shopping  channels 
and  movies  on  demand.  Roper  Reports  has  data  that  indicates  gen- 
eral consumer  interest  in  expanded  use  of  computers  to  pay  bills, 
file  taxes,  and  send  electronic  mail  has  flattened  and  in  some  cases 
declined. 

An  electronic  infrastructure  will  not  appear  overnight,  but  its 
construction  is  inevitable.  With  it  will  come  significant  changes  in 
the  way  our  customers  choose  to  communicate.  The  Postal  Service 
can  and  should  make  a  contribution  to  this  effort  to  provide  new 
communication  services.  We  have  much  to  offer.  We  have  more 
than  two  centuries  of  service  to  the  American  people.  We  remain 
a  trusted  third  party  for  millions  of  businesses  and  residents.  We 
have  a  strong  technological  base  and  expertise  in  high-speed  elec- 
tronic recognition,  message  interchange,  material  handling,  and  in- 
frastructure maintenance.  And  at  the  same  time,  it  will  be  impor- 
tant to  look  after  the  interests  of  the  millions  of  people  who  will 
continue  to  want  and  need  paper  communications. 

As  we  look  at  possible  roles  for  the  Postal  Service  in  the  new  age 
of  communications,  we're  focusing  first  on  our  customers  and  on 
our  public  service  responsibilities.  In  Orlando,  for  example,  the 
Postal  Service  is  worlang  with  Time  Warner  to  provide  an  elec- 
tronic post  office  on  their  "Full  Service  Network,"  and  to  offer  mer- 
chandise delivery  to  support  their  development  of  interactive  home 
shopping.  As  companies  such  as  Bell  Atlantic,  Pacific  Telesis,  U.S. 
West,  and  AT&T  offer  new  services,  we'll  work  with  them  and  oth- 
ers to  understand  the  future  of  America's  shopping  and  merchan- 
dise delivery  needs. 

The  National  Performance  Review  Team  has  asked  us  to  take  an 
important  step  in  providing  electronic  information  to  the  public  on 
behalf  of  the  Federal  Government.  We're  working  with  other  orga- 
nizations to  develop  an  interactive  information  kiosk.  This  will  pro- 
vide a  platform  that  can  be  used  by  other  Federal  agencies  to  serve 
all  their  customers,  including  those  who  may  have  no  other  access 
to  electronic  communications. 

Maybe  our  lobbies  could  serve  as  "on  ramps,"  providing  access  to 
anyone  who  wants  to  be  on  the  electronic  superhighway.  A  number 
of  agencies  are  currently  experimenting  with  electronic  transfer  of 
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benefits.  Perhaps  we  can  help  customers  use  smart  cards  similar 
to  bank  or  credit  cards,  but  carrying  a  personalized  microchip  to  ac- 
cess information  and  obtain  services  from  the  Federal  Grovemment 
through  a  lobby  kiosk. 

Working  with  other  Federal  agencies,  we  may  be  able  to  offer 
electronic  commerce  services.  Or  maybe  we  can  help  certify  elec- 
tronic messages  in  the  privacy  of  our  customers,  securing  one  com- 
pany's market  sensitive  information  from  the  intruding  eyes  of 
other  competitors. 

The  future  of  communications  is  still  taking  shape.  What  we  see 
looks  very  exciting.  The  Postal  Service  intends  to  be  a  part  of  that 
future,  helping  to  see  that  the  electronic  superhighway  is  effective 
and  that  everyone  who  wishes  to  communicate  can  do  so. 

We've  established  a  new  position.  Vice  President  of  Technology 
Applications,  to  marshal  our  efforts  in  this  area.  I  look  forward  to 
returning  to  this  committee  with  concepts  when  our  staff  work  is 
completed  and  it  has  the  review  and  support  of  our  Board  of  Gov- 
ernors. 

In  the  meantime,  we'll  be  working  to  improve  the  information  su- 
perhighway that  we  have.  Ultimately,  our  future  doesn't  hinge  on 
computer  and  fiber-optic  cable.  It  depends  on  people,  the  employees 
of  the  Postal  Service  and  the  millions  of  people  we  serve.  We'll  con- 
tinue to  focus  our  efforts  on  improving  service  quality,  keeping 
prices  economical,  inspiring  and  rewarding  excellence  in  our  work 
force,  and  delivering  the  products  our  customers  need  and  want. 

We  see  a  continuing  need  for  a  nationwide  hardcopy  mail  system 
well  into  the  future.  And  the  better  job  we  do,  the  more  value  the 
mail  will  represent  and  the  more  likely  people  will  continue  to  use 
the  trusted,  reliable,  and  economical  U.S.  Mail. 

Thank  you,  Mr.  Chairman.  That  concludes  my  remarks. 

Mr.  Clay.  Thank  you,  Mr.  Postmaster  General. 

[The  prepared  statement  of  Mr.  Runyon  follows:] 

Prepared  Statement  of  Marvin  Runyon,  Postmaster  General  of  the  United 

States 

Thank  you,  Mr.  Chairman  and  Members  of  the  Committee. 

With  me  today  are  Joe  Caraveo,  Chief  Operating  Officer  and  Executive  Vice 
President  .  .  .  and  Mike  Riley,  Chief  Financial  Officer  and  Senior  Vice  President. 

We  welcome  the  chance  to  represent  the  700,000  dedicated  career  employees  of 
the  U.S.  Postal  Service  and  talk  with  you  today  about  our  current 
performance  .  .  .  the  obstacles  and  opportunities  we  see  .  .  .  and  the  steps  we  are 
taking  to  address  them  now  and  in  the  years  ahead. 

The  Postal  Service  has  been  in  the  headlines  a  lot  lately.  There  have  been  stories 
about  mail  service  problems  in  Chicago  .  .  .  about  our  proposal  to  raise  postage 
rates  next  year  .  .  .  about  the  integrity  and  dedication  of  postal 
employees  .  .  .  and  about  our  abihty  to  keep  up  with  changing  technology. 

I  know  that  these  issues  are  of  concern  to  this  Committee.  They're  important  to 
the  Postal  Service,  too.  In  fact,  they  frame  the  major  challenges  facing  our  organiza- 
tion, today  and  for  years  to  come.  I  believe  the  keys  to  our  success  are  providing 
top  quality  service  ...  at  economical  prices  .  .  .  through  the  efforts  of  motivated, 
professional  employees  .  .  .  with  products  that  keep  pace  with  the  changing  com- 
munications needs  of  our  customers. 

In  the  past  year,  we  have  made  progress  in  these  four  areas,  and  I  beUeve  we 
are  clearly  headed  in  the  right  direction. 

quauty  service 

Customer  satisfaction  is  at  record  highs.  In  December,  January,  and  February,  89 
percent  of  all  households  rated  their  local  mail  service  as  "excellent,"  "very  good," 
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of  "good".  Springfield,  Massachusetts,  leads  the  nation  with  a  96  percent  approval 
rating.  Eighty-four  of  our  170  metropolitan  areas— just  one  city  short  of  half— scored 
in  the  90s  last  quarter.  And  19  improved  their  "excellent"  and  "very  good"  ratings 
by  5  percentage  points  or  more. 

These  findings  are  echoed  in  recent  data  collected  by  Roper  Reports.  In  this  sur- 
vey, the  Postal  Service  earned  the  highest  favorable  rating  compared  with  the  13 
Cabinet-level  departments  of  the  federal  government,  as  you  see  here.  Our  rating 
of  70  percent  was  one  point  higher  than  last  year,  and  15  points  better  than  the 
next  agency,  the  Department  of  Defense. 

There  are  areas,  though,  that  need  improvement.  On-time  deUvery  in  Quarter  II 
dropped  in  a  number  of  locations,  in  part  due  to  the  record  cold  and  ice  that  hit 
much  of  our  nation  this  winter.  However,  we're  making  no  excuses.  Our  managers 
are  working  to  make  svu-e  that  those  scores  improve  next  quarter. 

And,  as  I  mentioned  earlier,  the  city  of  Chicago  presents  a  special  problem.  Its 
69-percent  customer  satisfaction  rating  is  last  in  the  nation.  I  went  to  Chicago  on 
March  21,  and  saw  and  heard  firsthand  examples  of  the  poor  service  there.  I  found 
it  unacceptable.  I  was  disappointed  for  our  customers,  and  frustrated  for  the  many 
hard-working,  dedicated  employees  there  who  want  to  do  a  good  job  serving  their 
customers.  Help  is  now  on  site,  and  we've  begun  to  see  improvement. 

A  task  force  of  postal  experts  was  in  Chicago  within  48  hours  of  my  visit.  Their 
mandate  is  to  change  what  needs  to  be  changed,  and  do  what  it  takes  to  fix  the 
problems.  They  have  been  working  shoulder-to-shoulder  with  local  managers  to  im- 
prove lobby  service,  adjust  transportation  schedules,  fill  vacancies,  and  respond  to 
customer  needs.  Our  people  have  repaired  buildings,  replaced  equipment,  and  im- 
proved processes.  Customers  are  already  reporting  that  they  see  a  difference  after 
these  first  steps.  Chicago  has  gotten  my  attention,  and  that  of  our  managers  nation- 
wide. The  problems  there  are  serving  to  remind  us  all  that  the  customer  must  come 
first. 

ECONOMICAL  PRICES 

Since  our  last  hearing,  we  have  completed  a  number  of  important  changes  affect- 
ing our  financial  bottom-line.  We  have  finished  our  restructuring  of  the  Postal  Serv- 
ice, and  eUminated  layers  of  bureaucracy  and  overhead  positions,  but  without  re- 
sorting to  layoffs.  This  has  made  us  more  responsive  to  customers  and  employees, 
and  will  save  us  more  than  $1  billion  annually. 

We  closed  the  books  on  Fiscal  Year  1993  in  better  financial  shape  than  expected. 
We  beat  our  revised  financial  plan  by  $20  million,  before  extra  charges  for  things 
Uke  OBRA  and  the  revenue  forgone  shortfall.  Halfway  through  Fiscal  Year  1994, 
mail  volume  is  up  2.8  percent,  led  by  double  digit  gains  in  Parcel  Post  and  Priority 
Mail.  We  are  working  to  improve  service  quality  for  these  products  and  others  so 
we  can  build  on  these  gains. 

However,  operating  costs  are  up  as  well,  2.4  percent  over  plan,  and  we  are  cur- 
rently short  of  our  net  income  goal  by  $473  million.  We've  taken  steps  to  reduce 
overtime,  and  recent  data  shows  the  beginning  of  a  downward  trend. 

Automation  is  an  important  tool  in  controlling  growth  in  postal  costs.  We  re  get- 
ting back  on  track  with  the  deployment  of  our  advanced  sorting  equipment,  and  now 
expect  to  have  virtually  all  letter  mail  barcoded  by  the  end  of  1997.  We've  almost 
completed  our  Optical  Character  Reader  network,  with  some  837  pieces  of  equip- 
ment installed.  Twenty-five  Remote  Encoding  sites  are  in  operation,  and  22  more 
plants  will  come  on-line  this  year.  We  have  invested  about  $2.6  billion  in  automa- 
tion since  1987  and  have  seen  positive  bottom-line  results.  Through  this  year,  the 
automated  equipment  we  have  ftinded  will  have  helped  us  reduce  our  costs  by  $1.6 
billion.  Over  the  life  of  this  equipment,  we  will  avoid  costs  in  excess  of  $14  billion, 
as  you  can  see  fi-om  these  two  charts.  We  are  still  in  the  implementation  stages  of 
this  program,  too,  and  will  invest  $1.7  billion  more  in  the  next  several  years. 

The  results  of  automation  are  impressive  and  would  be  desirable  investments  in 
any  organization.  However,  it  is  important  to  understand  that  automation  alone 
cannot  prevent  growth  in  postal  costs.  We  are  pursuing  a  wide  range  of  other  pro- 
grams and  initiatives  to  control  our  costs  on  all  fronts.  ,    ,r,r...     a*  on 

We're  keeping  our  prices  steady  for  a  record  fourth  year,  through  1994.  At  29 
cents,  our  First-Class  rate  remains  the  best  in  the  industrialized  world,  as  you  can 
see  from  this  chart.  ,     ,    ,         ,      •  u 

When  it's  time  for  our  prices  go  up  next  year,  weve  asked  that  the  increase  be 
kept  to  10.3  percent  essentially  across  the  board.  That  would  be  the  smallest  per- 
centage increase  we  have  requested  in  25  years,  more  than  2  percentage  points 
below  inflation,  and  half  of  what  the  mailing  industry  expected  only  last  fall. 
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Had  we  resigned  ourselves  to  the  predictions  of  the  past,  America  would  be  mail- 
ing its  tax  forms  tomorrow  night  with  35-cent  stamps.  Instead,  we  have  postponed 
the  increase  by  a  year  and  cut  it  in  half,  saving  postal  customers  $14  billion  through 
1996.  This  is  a  significant  accompUshment  made  possible  by  the  great  efforts  of 
postal  employees  nationwide.  Business  mailers  recognize  that,  and  they  appreciate 
it.  They  also  recognize  that  with  this  request,  instead  of  sitting  back  and  passing 
along  costs,  we  are  challenging  ourselves  to  control  them,  to  build  our  business,  and 
to  improve  our  performance. 

PROFESSIONAL,  MOTIVATED  EMPLOYEES 

The  key  players  in  ovir  success  are  our  employees.  In  meeting  and  talking  with 
thousands  of  postal  people  in  the  past  22  months,  I  have  found  them  to  be  some 
of  the  most  hard-working,  dedicated,  and  professional  people  I  have  ever  encoun- 
tered. Recently,  there  have  been  a  couple  of  disparaging  reports  about  the  integrity 
and  dedication  of  some  of  our  people.  We're  all  disappointed  when  individual  em- 
ployees break  the  law  or  take  advantage  of  the  trust  with  which  they  have  been 
endowed.  At  the  same  time,  almost  daily  I  see  accounts  of  courage,  commitment, 
and  dedication  to  the  customer.  Paul  Harvey  recently  talked  about  5ie  challenge  our 
employees  face  in  dealing  with  (quote)  "dogs  that  bite  .  .  .  and  people  that  bark." 
All  told,  I'm  proud  of  our  people  and  the  efforts  they  are  making  to  serve  postal  cus- 
tomers. 

It's  important  that  we  build  on  the  strength  of  our  work  force.  An  employee's  com- 
mitment to  an  organization's  success  begins  with  that  organization's  level  of  com- 
mitment to  the  employee. 

During  the  past  year,  we  have  seen  important  gains  in  this  area.  Data  from  our 
second  annual  Employee  Option  Survey  shows  that  our  people  recognize  the  need 
to  be  customer  responsive,  and  they  feel  we  are  making  progress  in  raising  our  per- 
formance and  making  the  Postal  Service  a  better  place  to  work.  Nine  out  of  ten  em- 
ployees are  committed  to  the  success  of  the  Postal  Service,  and  more  of  them  feel 
they  have  the  authority  they  need  to  do  their  jobs  than  they  did  a  year  ago.  We 
have  used  the  results  to  target  three  areas  for  emphasis  this  year:  preventing  dis- 
crimination, harassment,  and  hazards  to  employee  safety  .  .  .  picking  up  the  pace 
on  cultural  change  .  .  .  and  responding  better  to  employee  performance,  good  and 
bad.  Our  field  offices  are  developing  action  plans  for  addressing  these  and  other  con- 
cerns growing  out  of  their  local  survey  results  to  help  us  improve  commitment  to 
employees  this  year. 

Diversity  is  an  important  asset  for  the  Postal  Service,  and  we  have  grown  strong- 
er in  the  past  12  months,  at  Postal  Service  Headquarters  and  nationwide.  Since  last 
April,  we  have  hired  18,433  more  women  and  19,529  more  minority  employees.  Of 
these  new  career  employees,  12,104  are  African-Americans,  3,701  are  Asian-Ameri- 
cans, and  3,369  are  Hispanics.  As  a  result  of  these  gains,  35  percent  of  Postal  Serv- 
ice employees  now  are  women.  Thirty-three  percent  of  us  are  minorities.  And  of  this 
one-third,  21  percent  are  African-American,  6.5  percent  are  Hispanic,  and  5  percent 
are  Asian-Americans. 

At  Postal  Service  Headquarters,  the  number  and  percentage  of  minorities  and  Af- 
rican-Americans has  increased.  We  have  also  seen  gains  in  both  categories  in  our 
top  positions,  the  Officers  and  Area  Managers  of  the  Postal  Service. 

We  are  also  making  improvements  in  the  area  of  contracting  with  minority  busi- 
nesses, and  I  am  encouraged  by  our  progress  this  fiscal  year.  For  example,  of  the 
nearly  $363  million  we  spent  on  purchasing,  facilities,  and  transportation  contracts 
in  Postal  Quarter  I,  approximately  $21  million,  or  5.7  percent,  was  awarded  to  mi- 
nority businesses,  "rhis  represents  an  increase  of  nearly  2  percentage  points  over 
Fiscal  Year  1993. 

Another  important  area  of  progress  is  relations  with  our  unions  and  management 
associations.  The  presidents  of  these  organizations  are  now  full  members  of  our  top 
level  "Leadership  Team,"  helping  to  guide  the  future  direction  of  this  organization. 
And  we  have  been  able  to  reach  agreement  with  our  employee  organizations  on  is- 
sues Uke  contract  extensions  and  the  deployment  of  Remote  Encoding  technology. 
In  the  latter  case,  we  will  be  able  to  improve  our  productivity — and  do  it  with  the 
help  of  our  employees  and  the  full  support  of  our  largest  labor  union.  We  are  work- 
ing to  extend  that  sense  of  cooperation  and  mutual  success  down  into  the  organiza- 
tion. 

We  have  created  other  operating  teams  called  "Performance  Clusters"  at  our  85 
district  sites,  ten  areas,  and  at  Headquarters.  These  teams  of  employee  representa- 
tives and  managers  from  different  functional  areas  are  working  together  to  solve 
problems,  support  each  other,  and  improve  overall  performance. 
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We've  also  introduced  performance-based  incentives  for  our  969  executive-level 
employees  this  year.  This  is  the  first  program  of  its  kind  in  federal  government,  and 
it's  based  on  successful  private  sector  plans.  It  rewards  teamwork,  cooperation,  and 
organizational  success.  No  payouts  will  be  made  under  this  program  unless  the 
Postal  Service  achieves  its  financial  targets. 

Each  Performance  Cluster  team  must  also  reach  target  performance  levels  against 
all  three  goals  before  qualifying  for  these  incentive  awards.  One  goal  cannot  be 
achieved  at  the  expense  of  tne  others,  and  customer  satisfaction  and  treatment  of 
employees  are  weighted  in  the  scoring. 

These  business-tested  incentives  will  help  us  improve  our  short-  and  long-term 
performance.  So  far,  we  have  introduced  the  concept  only  with  our  executives,  but 
I  would  like  to  see  us  take  this  kind  of  approach  toward  compensation  at  all  levels 
of  the  Postal  Service. 

PROGRESSIVE  PRODUCTS  FOCUSED  ON  THE  CUOTOMER 

The  final  ingredient  in  ovu*  short-  and  long-term  plans  is  to  have  progressive,  re- 
sponsive products  that  keep  up  with  customer  needs.  We  represent  our  nation's  first 
"information  superhighway."  Millions  of  American  businesses  depend  on  us  to  at- 
tract customers,  supply  products,  and  bring  in  profits.  Households  near  and  far, 
urban  and  rural,  rich  and  poor,  all  rely  on  the  mail  to  stay  informed  and  in-touch. 
America  depends  on  the  mailbox. 

Quite  frankly,  though,  our  menu  of  products  and  services  has  become  complex,  bu- 
reaucratic, and  sometimes  unresponsive.  In  many  respects,  it's  hard  to  do  business 
with  the  Postal  Service.  We  are  working  to  fix  that. 

To  begin  with,  we've  taken  a  number  of  steps  to  become  more  convenient  and  cus- 
tomer-focused. We've  expanded  service  hours  in  many  cities  and  we  are  testing  cred- 
it card  acceptance  in  select  locations.  And  our  Postal  Stores — special  retail  facilities 
with  products  out  on  display  for  maximvun  accessibility  and  speed — have  shown  that 
convenience  is  profitable,  too. 

The  General  Accounting  Office  notes  that  of  the  16  Stores  open  for  a  year  or 
longer,  14  generated  gross  revenues  at  least  twice  that  of  their  operating  costs.  Net 
income  went  as  high  as  $7.8  million  for  one  store  in  Fiscal  Year  1993. 

We  have  also  simplified  our  "Domestic  Mail  Manual"  and  made  it  easier  to  use. 
To  be  honest,  though,  this  is  hke  patching  one  pothole  when  you  really  need  to  lay 
a  new  road.  The  current  four  classes  of  mail  were  created  more  than  a  century  ago. 
For  the  most  part,  these  classes  are  defined  more  by  what's  in  the  envelope  or  pack- 
age than  bv  what  our  customers  expect  us  to  do  with  it.  And,  in  recent  years,  we 
have  added  dozens  of  fractional  worksharing  discounts  ix>  respond  to  worksharing 
initiatives  and  technological  innovations,  the  result  is  a  busy,  bumpy,  bureaucratic 
ride  for  postal  customers. 

What's  needed  is  a  complete  overhaul  of  our  classification  system.  We  need  to  de- 
velop a  simple  menu  of  products  .  .  .  one  that's  based  on  service  level,  use  of  tech- 
nology, and  volume  .  .  .  one  that's  easier  for  customers  and  postal  employees  to  un- 
derstand and  use  .  .  .  and  one  with  prices  tied  more  closely  to  cost  and  market  fac- 
tors. We  are  working  with  our  Reclassification  Committee  of  postal  customers  to 
frgime  the  specifics  of  this  proposed  system,  and  we  hope  to  present  them  to  our 
Board  of  Governors  and  then  to  the  Postal  Rate  Commission  for  consideration  late 
this  year. 

COMPETITION  AND  THE  FUTURE 

These  four  efforts — to  improve  service  quality  ...  to  keep  prices 
economical  ...  to  build  and  reward  teamwork  and  organizational 
success  .  .  .  and  to  make  our  products  responsive  to  changing  customer  needs — are 
important  not  only  for  the  short-term  success  of  the  Postal  Service,  but  also  for  the 
long-term  competitiveness  and  viability  of  the  nationwide  communications  service 
we  provide. 

Mail  is  the  single  most  pervasive  means  of  communication  and  commence  in  the 
United  States,  used  by  250  million  Americans  virtually  every  day.  And  yet,  every 
day,  private  companies  and  new  technology  challenge  us  with  new  choices  and  com- 
munications alternatives. 

Many  people  continue  to  think  of  the  Postal  Service  as  a  government  monopoly. 
In  truth,  we  face  more  types  of  competition  that  I  ever  did  in  35  years  in  the  auto- 
mobile industry.  We  have  seven  major  product  lines,  each  of  which  would  qualify 
as  a  Fortune  500  company,  and  each  of  which  faces  direct  or  indirect  competition: 
correspondence  and  transactions,  advertising,  expedited  delivery,  standard  pack- 
ages, international  mail,  pubUcations,  and  retail  services. 
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The  opposition  is  diverse  and  formidable,  ranging  from  private  coviriers  and  alter- 
native aeUvery  companies  that  carry  advertisements  and  magazines  ...  to  news- 
paper, radio,  television  and  other  types  of  advertising  which  compete  with  direct 
maU  ...  to  fax,  E-Mail,  and  electronic  data  interchange. 

In  the  past,  we  were  slow  to  respond  to  new  choices  in  the  marketplace,  and  as 
a  resvilt,  we  watched  our  customers  take  their  business  elsewhere.  Many  people 
don't  realize  that  the  Postal  Service  introduced  "urgent  m£iil"  on  a  national  scale 
back  in  1970  with  the  introduction  of  Express  Mail.  Once  upon  a  time,  we  had  the 
majority  of  this  market.  Today,  we  have  only  8.5  percent,  business  lost  years  ago 
to  aggressive  marketing,  service  tailored  to  the  customer,  and  volume  discounts — 
standai'd  business  practices  that  for  one  reason  or  another  are  not  available  to  the 
Postal  Service. 

Erosion  is  taking  place  in  other  postal  product  lines.  In  the  correspondence  and 
transactions  mau-ket,  our  "business-to-business"  segment  has  clearly  been  impacted 
by  new  technology.  What  are  most  faxes  and  e-mail  messages  but  letters  without 
envelopes  and  stamps?  Our  mail  volume  in  this  particular  segment  has  declined  by 
33  percent  in  the  past  six  years. 

As  far  as  I  am  concerned,  competition  is  good.  It  is  pushing  us  to  improve  our 
performance  and  do  a  better  job  serving  customers.  A  lot  is  at  stake,  too.  We  must 
maintain  our  extensive  infrastructure  if  we're  going  to  provide  a  variety  of  deUveiy 
services  to  every  address  in  the  nation.  And  to  do  that,  we  have  to  keep  up  with 
customer  needs  and  stay  competitive. 

We're  coming  at  this  challenge  from  several  sides.  First,  we're  working  to  improve 
the  products  and  services  we  have,  while  at  the  same  time  managing  our  costs  to 
keep  postal  prices  competitive.  We're  evaluating  our  many  physical  assets  and  look- 
ing for  ways  to  bring  in  additional  revenue.  And,  we're  developing  a  technological 
game  plan  to  take  us  into  the  next  century  and  the  next  generation  of  communica- 
tions products  our  customers  will  need. 

Technology  and  the  future  of  communications  are  beginning  to  take  shape,  but 
there's  no  map  to  tell  us  which  way  the  electronic  superhighway  is  headed.  There 
have  been  a  flurry  of  high-profile  marriages,  and  a  couple  of  annulments,  a  number 
of  test  projects,  and  some  great  ideas.  But  so  far,  the  missing  ingredient  is  the  cus- 
tomer. In  the  office,  faxes  are  giving  way  to  electronic  mail.  Documents,  photo- 
graphs, even  video  images  are  being  transmitted  between  computers  in  moments. 
At  home,  America  is  stiU  tuned  in  to  simple,  familiar  products  like  shopping  chan- 
nels and  movies  on  demand. 

And  Roper  Reports  data  indicates  that  general  consumer  interest  in  expanded  use 
of  computers  to  pay  bills,  file  taxes,  and  send  electronic  mail  has  flattened,  and  in 
some  cases  declined. 

An  electronic  infrastructure  will  not  appear  overnight,  but  its  construction  is  inev- 
itable. With  it  will  come  significant  changes  in  the  way  our  customers  choose  to 
communicate.  The  Postal  Service  can  and  should  make  a  contribution  to  this  effort 
to  provide  new  communications  services.  We  have  much  to  offer.  We  have  more  than 
two  centuries  of  service  to  the  American  people.  We  remain  a  trusted  third  party 
for  millions  of  businesses  and  residents.  We  have  a  strong  technological  base,  and 
expertise  in  high-speed  electronic  recognition,  message  interchange,  material  han- 
dling, and  infrastructure  maintenance.  And,  at  the  same  time,  it  will  be  important 
to  look  afi;er  the  interests  of  the  millions  of  people  who  will  continue  to  want  and 
need  paper  communications. 

As  we  look  at  possible  roles  for  the  PosJ;aI  Service  in  the  new  age  of  communica- 
tions, we  are  focusing  first  on  our  customers  and  on  our  public  service  responsibil- 
ities. In  Orlando,  for  example,  the  Postal  Service  is  working  with  Time  Warner  to 
provide  an  electronic  post  office  on  their  "Full  Service  Network"  and  to  offer  mer- 
chandise delivery  to  support  their  development  of  interactive  home  shopping.  As 
companies  such  as  Bell  Atlantic,  Pacific  Telesis,  U.S.  West,  and  AT&T  offer  new 
services,  we  will  work  with  them  and  others  to  understand  the  future  of  America's 
shopping  and  merchandise  delivery  needs. 

The  National  Performance  Review  team  has  asked  us  to  take  an  important  step 
in  providing  electronic  information  to  the  public  on  behalf  of  the  Federal  Govern- 
ment. 

We  are  working  with  other  organizations  to  develop  an  interactive  information 
kiosk.  This  will  provide  a  platform  that  can  be  used  by  other  federal  agencies  to 
serve  all  their  customers,  including  those  who  may  have  no  other  access  to  elec- 
tronic communication. 

Maybe  our  lobbies  could  serve  as  "on-ramps,"  providing  access  to  anyone  who 
wants  to  be  on  the  electronic  superhighway.  A  number  of  agencies  are  currently  ex- 
perimenting with  electronic  transfer  of  benefits.  Perhaps  we  can  help  customers  use 
"smart    cards" — similar    to    bank    or    credit    cards,    but    carrying    a    personalized 
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microchip — ^to  access  information  and  obtain  services  from  the  federal  government 
through  lobby  kiosks.  .  ,      , 

Working  with  other  federal  agencies,  we  may  be  able  to  provide  electromc  com- 
merce services.  Or,  maybe  we  can  help  certify  electronic  messages  and  the  privacy 
of  our  customers,  securing  one  company's  market-sensitive  information  from  the  in- 
truding eyes  of  its  competitors. 

The  future  of  communications  is  still  taking  shape.  What  we  see  looks  very  excit- 
ing. The  Postal  Service  intends  to  be  a  part  of  the  future,  helping  to  see  that  the 
electronic  superhighway  is  effective  and  that  everyone  who  wishes  to  communicate 
can  do  so.  We  have  established  a  new  position— Vice  President  of  Technology— 1« 
marshal  our  efforts  in  this  area.  I  look  forward  to  returning  to  this  Committee  with 
concepts  when  our  staff  work  is  completed  and  it  has  the  review  and  support  of  our 
Board  of  Governors. 

In  the  meantime,  we  will  be  working  to  improve  the  information  superhighway 
that  we  have.  Ultimately,  our  future  doesn't  hinge  on  computers  and  fiber-optic 

It  depends  on  people— the  employees  of  the  Postal  Service  and  the  millions  of  peo- 
ple we  serve.  We  will  continue  to  focus  our  efforts  on  improving  service  quaUty, 
keeping  prices  economical,  inspiring  and  rewarding  excellence  in  our  work  force,  and 
deUvering  the  products  our  customers  need  and  want.  We  see  a  continuing  need  for 
a  nationwide  hardcopy  mail  system  well  into  the  future.  And  the  better  the  job  we 
do,  the  more  value  the  mail  will  represent,  and  the  more  Ukely  people  will  continue 
to  use  the  trusted,  reUable  and  economical  U.S.  Mail. 

Thank  you,  Mr.  Chairman.  That  concludes  my  prepared  statement.  We  would  be 
pleased  to  answer  any  questions  you  may  have. 
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Response  to  Written  Questions  Submitted  by  Hon.  William  L.  Clay  to  Marvin 

T.  RUNYON 

1.  You  state  on  page  11  of  your  prepared  statement  that  "we're  developing  a 
technological  game  plan  to  take  us  into  the  next  century "  What  is  that  game  plan? 

ANSWER:  We  are  in  the  process  of  developing  a  technology  game  plan  that  will  build  on  our 
existing  capabilities  in  Engineering  and  Information  Systems  to  provide  services  and  products  to 
our  customers.  We  are  particularly  interested  in  identifying  ways  to  serve  our  customers  better 
as  the  technology  of  the  information  age  offers  us  new  opportunities  to  improve  the  way  in  which 
we  do  business.   In  particular,  we  are  interested  in  finding  ways  that  we  can  carry  out  our  mission 
in  providing  communications  access  to  all  citizens. 

Today  we  are  in  the  process  of  formulating  ideas  and  discussing  them  among  our  top 
management  and  our  Board  of  Governors.  In  the  future,  as  we  have  further  developments  of 
substance  to  report,  we  will  want  to  review  them  with  appropriate  authorities  such  as  the  Postal 
Rates  Commission  and  the  Congress.  We  look  forward  to  working  with  you  on  these  important 
topics. 

2.  Your  restructuring  created  a  two  tract  management  system-one  for  customer  services 
and  one  for  processing  and  distribution.  No  one  person  is  responsible  for  the  entire 
postal  operation  in  any  locality.  There  are  at  least  two  heads  in  all  localities. 
Employees  have  told  the  Committee  that  this  two  tract  system  is  not  good  for  USPS 
and  is  not  working.  How  do  you  respond  to  those  complaints? 

ANSWER:  Prior  to  the  restructuring,  our  top  field  managers  were  expected  to  be  experts  in  both 
customer  service  and  mail  processing.  They  of  course  focused  their  attention  where  most  of  the 
problems  were  or  in  the  area  of  their  expertise,  and  ended  up  short  changing  other  areas.  By 
separating  the  two  functions,  we  have  been  able  to  place  specialists  in  each  area.  Along  with 
this,  as  part  of  the  restructuring,  and  in  an  attempt  to  change  our  culture,  we  introduced  the 
performance  cluster  concept.  The  performance  cluster  concept  focuses  on  teamwork  and  away 
from  single  authority  in  a  common  boss.  Our  performance  cluster  teams,  are  made  up  of  key 
managers  from  both  customer  service  and  processing  and  distribution.  These  teams  focus  on 
our  organizational  goals  of  customer  satisfaction,  commitment  to  employees,  and  income 
generation  as  they  relate  to  their  locality.  This  new  concept  is  rapidly  taking  hold  in  our 
organization. 

3.  Complaints  from  constituents  to  Congressional  offices  concerning  mail  delivery  have 
skyrocketed  this  fiscal  year.  How  do  you  explain  this  explosion  of  complaints  and  the 
horrendous  delivery  major  cities  have  received  when  compared  with  your  reported 
customer  satisfaction  index  numbers?  You  may  have  to  rethink  that  index  so  that  it 
reflects  reality. 

ANSWER:  The  Customer  Satisfaction  Index  (CSI)  reliably  measures  the  customer  satisfaction 
of  our  residential  customers.  To  obtain  a  realistic  measure  of  customer  satisfaction,  surveys 
need  to  be  sent  out  to  the  entire  customer  base.  The  CSI  does  that.  The  Postal  Service  hears 
from  more  than  183,000  residential  customers  each  quarter.  The  results  are  projectable  at  the 
Metropolitan  Area  level,  the  District  level,  the  Area  Office  level,  and  for  the  nation.   It  is  an 
accurate  reflection  of  overall  residential  customer  satisfaction. 

Customer  complaints  are  not  a  full  accurate  measure  of  customer  satisfaction.  These  same 
individuals  may  choose  to  complain  to  their  local  post  office,  the  Consumer  Advocate,  the 
Postmaster  General,  or  all  of  the  above.  While  these  complaints  are  important  in  letting  us  know 
when  we  have  failed  and  the  level  of  complaints  can  indicate  increases  in  service  problems,  they 
are  not  fully  representative  of  the  populace  as  a  whole. 
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In  the  realm  of  customer  satisfaction  measurement,  random  surveys  let  an  organization 
understand  all  of  its  customers  while  customer  complaints  indicate  where  the  system  has  failed 
for  those  select  individuals  who  choose  to  complain. 

The  CSI  accurately  reflects  the  satisfaction  level  of  our  residential  customers. 

4.  The  nationwide  delivery  standard  for  Priority  Mail  is  two  days  and  the  standard  for 
First-Class  Mail  is  three  days.  You  have  announced  that  USPS  cannot  meet  a  two-day 
delivery  performance  for  Priority  Mail.  Why  should  your  customers  use  Priority  Mail 
if,  for  example,  an  8  ounce  Priority  Mail  piece  costs  $2.90  and  an  8  ounce  First-Class 
Mail  piece  costs  $1.90?  What  added  value  is  Priority  Mail  and  its  special  envelope 
over  First-Class  Mail  for  mail  under  12  ounces? 

ANSWER:  Customers  use  Priority  Mail  for  several  reasons,  even  when  the  piece  weighs  less 
than  12  ounces.  Many  customers  use  a  Priority  Mail  envelope  or  identification  to  enhance  the 
impact  of  what  they  are  sending  so  when  it  is  received  it  is  opened  immediately.  Other 
customers  have  found  that,  from  their  perspective.  Priority  Mail  provides  better  service  than 
First-Class  Mail.   Still  other  customers  use  Priority  Mail  flat  rate  envelopes  for  items  under  12 
ounces  because  of  the  convenience  to  them  of  not  having  to  weigh  each  envelope. 

5.  What  are  your  plans  to  bring  back  a  two-day  service  for  Priority  Mail?  If  you  plan  to 
improve  that  service,  why  did  you  order  the  "two-day"  printed  envelopes  destroyed 
only  to  have  them  reprinted  when  you  improve  service?  Why  were  the  envelopes  not 
stored  for  future  use? 

ANSWER:  The  majority  of  Priority  Mail  is  handled  within  the  2-day  commitment.  We  are 
studying  ways  to  re-engineer  the  processing,  distribution  and  transportation  of  Priority  Mail  to 
support  improvement  of  the  service.  Our  goal  is  to  provide  consistent  \wo  day  service 

We  stopped  printing  the  "two-day"  Priority  Mail  envelopes  and  identification  labels  in  April  1993 
This  was  done,  in  part,  to  prevent  confusion  by  customers  of  the  level  of  service  they  expect  to 
receive.  This  was  a  particular  problem  when  a  customer  ordered  merchandise  from  a  mail  order 
company  and  the  order  was  not  fulfilled,  shipped  and  delivered  in  less  than  three  days  and  yet 
the  piece  stated  it  was  to  be  delivered  in  "two  days."  Customers  took  this  to  mean  the  whole 
process  took  two  days.  This  past  March,  we  recycled  those  few  envelopes  that  were  still  in  stock 
that  had  "two  day"  printed  on  them.  We  have  no  plans  to  reprint  them  with  "two  day"  when 
service  is  improved,  hence,  there  is  no  reason  to  store  them  for  future  use. 

6.  In  your  prepared  testimony  you  mention  press  stories  concerning  the  integrity  and 
dedication  of  postal  employees.  What  has  USPS  done  to  counteract  these  stories  that 
malign  your  dedicated  workforce?  What  more  do  you  plan  to  do?  How  has  the  press 
received  USPS  video  tapes  of  specific  Inspection  Service  investigations? 

ANSWER:  Although  there  have  been  some  high  profile  broadcast  reports  that  have  impugned 
the  integrity  of  our  wori<force,  most  news  reporting  on  rank  and  file  postal  employees  and 
managers  is  positive.   In  those  instances  where  media  have  unfairiy  characterized  broad 
employee  segments,  we  have  complained  loud  and  long  to  media  executives  and  brought  other 
third-party  endorsements  to  bear.  Unfortunately,  we  are  in  an  era  where  the  entertainment-value 
of  a  story  too  often  dictates  journalistic  decision-making.   Moreover,  the  Freedom  of  Information 
Act  (FOIA)  provides  news  organizations  with  a  ready  way  to  acquire  video  tapes  that  have  been 
used  as  evidence  in  court  proceedings. 
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Our  Headquarters  Media  Relations  group  and  our  Field  Corporate  Relations  Centers  are 
constantly  talking  with  reporters,  and  pointing  out  our  community-spirited  employees  and  the  role 
the  post  office  plays  in  the  community.  As  an  example,  we  expect  a  profile  in  one  of  Chicago's 
major  Sunday  papers  shortly  of  an  employee  whose  career  aim  was  to  become  postmaster  of  his 
hometown.  He  reached  that  goal  last  year  and  the  pride  he  exhibits  in  his  new  job  should  clearly 
communicate  in  the  story.  We  recognize  that  we  have  many  postal  heroes  and  we  intend  to 
increase  our  activities  in  the  months  ahead  to  encourage  media  to  focus  on  the  good  work  they 
are  doing. 

7.  GAO  has  testified  that  postal  automation  is  working  but  that  it  is  not  saving  as  much 
as  claimed.  What  are  you  doing  to  improve  the  savings  received  from  automation?  In 
that  light  why  has  USPS  proposed  a  200  percent  increase  in  the  four-year  old 
automated  business  reply  rate?  Did  automation  fail  in  this  instance? 

ANSWER:  Operating  budgets  of  our  field  organizations  have  been  reduced  as  we  deploy 
automation  equipment.  Achieving  the  savings  from  automation  along  with  maintaining  service 
performance  is  paramount  to  our  success.   However,  it  should  be  understood  that  we  are 
continuing  to  deploy  equipment.  As  a  result,  v^  will  incur  start-up  costs  for  the  newly  installed 
equipment  while  we  achieve  savings  from  the  previously  deployed  equipment.   It  should  also  be 
understood  that  automation  alone  will  not  result  in  zero  growth  in  other  costs,  such  as 
transportation  costs,  health  benefits  and  labor  costs,  and  service  initiatives  such  as  expanded 
window  service  hours  which  will  cause  budgets  to  grow  each  year.   However,  the  investments  in 
automation  will  result  in  postal  costs  being  lower  than  they  otherwise  would  have  been. 

An  office  has  been  created  to  support  the  total  automation  effort  and  to  ensure  that  the  proper 
focus  and  emphasis  is  placed  on  the  achievement  of  our  automation  goals.  Detailed 
implementation  plans  are  also  being  used  to  ensure  the  achievement  of  savings  in  our  delivery 
area  as  we  expand  Delivery  Point  Sequencing. 

In  the  current  rate  case,  the  Postal  Service  has  proposed  to  increase  the  special  service  fee  for 
business  reply  mail  that  qualifies  for  automated  processing  by  4  cents-from  2  cents  to  6  cents. 
This  fee  covers  the  costs  of  counting,  rating,  and  billing  for  this  business  reply  mail.  (These 
costs  are  in  addition  the  normal  costs  for  processing  the  business-reply  mail  as  First-Class  Mail, 
v\^ich  are  covered  by  the  First-Class  Mail  postage.)  From  1988  to  1990,  this  automated 
business  reply  mail  fee  was  5  cents.   In  the  1990  rate  case,  the  Postal  Service  proposed  a  3-cent 
fee,  based  on  an  assumption  about  the  extent  that  the  automated  business  reply  mail  system 
(BRMAS)  would  be  implemented  by  1992.  The  Postal  Rate  Commission  recommended  lowering 
this  fee  even  more  to  2  cents,  and  the  Postal  Service  Governors  implemented  that  fee. 

However,  BRMAS  has  not  been  implemented  to  the  level  assumed  in  the  rate  case.  While  the 
BRMAS  automation  works  well  when  it  is  used,  much  of  the  mail  qualifying  for  the  BRMAS  rate 
does  not  receive  that  automated  processing.  Thus,  the  BRMAS  fee  is  proposed  to  rise  to  6  cents 
to  cover  the  actual  costs  of  handling  this  category  of  business  reply  mail.  This  fee,  if 
recommended  and  implemented,  would  represent  only  a  1-cent  increase  from  the  5-cent  fee  that 
existed  prior  to  1991. 

Moreover,  the  Postal  Service  has  proposed  a  10-cent  fee  for  business  reply  mail  that  does  not 
qualify  for  automated  processing.  Compared  to  this  fee,  qualifying  BRMAS  mail  would  save  4 
cents  per  piece. 
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8.  A  recent  press  story  stated  that  USPS  is  planning  to  report  the  costs  of  delivering  mail 
during  this  winter  "below  the  line"  so  that  the  1994  operating  results  will  show  a  smaller 
loss.  Are  you  manipulating  your  fmancial  reports  so  that  your  financial  results  do  not 
appear  as  bleak? 

ANSWER:  We  currently  do  not  plan  to  record  these  costs  as  extraordinary  expenses. 

9.  On  page  12  of  your  prepared  testimony  you  state  the  USPS'  "strong  technological 
base,  and  expertise  in  high-speed  electronic  recognition,  message  interchange, 
material  handling,  and  infrastructure  maintenance"  will  help  USPS  to  make  a 
contribution  to  new  electronic  communications  services.  Specifically,  how  will  those 
factors  contribute  to  new  communication  services? 

ANSWER:  The  USPS  is  a  highly  competent  technology  company  in  spite  of  the  fact  that  we 
have  a  200  year  tradition  of  canrying  paper  mail.  Among  the  technologies  that  we  utilize  every 
day  to  move  the  traditional  mail  more  efficiently  is  our  expertise  in  high-speed  material  handling 
and  infrastructure  maintenance.  The  expertise  needed,  for  example,  to  manage  our  deployed 
network  of  optical  character  recognition  may  offer  opportunities  in  the  future  to  "read"  the  mail 
stream  electronically.  Such  innovations  could  pertiaps  lead  to  new  services  to  our  existing 
customers.  This  is  the  type  of  research  project  that  we  are  currently  considering. 

10.  Describe  your  work  with  Bell  Atlantic,  Pacific  Telesis,  U.S.  West,  and  AT&T  to 
enhance  their  new  service  offerings? 

ANSWER:  The  Postal  Service  has  had  contact  with  all  of  the  companies  listed  regarding  their 
plans  for  offering  interactive  television  services.  The  direct  answer  to  this  question  will  be  more 
meaningful  with  some  background  on  what  the  Postal  Service  has  done  to  date  regarding  its 
involvement  in  the  evolution  of  interactive  television. 

It  is  the  Postal  Service's  belief  that  interactive  television  will  present  tvw  significant  opportunities 
to  better  serve  its  customers: 

1.  Provide  the  option  for  customers  to  order  postage,  packaging  materials,  supplies,  pickup 
sen/ice,  and  obtain  information  through  interactive  television.  When  a  customer  purchases 
through  the  Interactive  post  office"  items  will  be  delivered  the  next  day  with  the  regular  mail. 

2.  Change  package  delivery  services  to  be  more  responsive  to  merchants  selling  merchandise 
interactively  to  consumers.  The  Postal  Service  is  currently  well  positioned  to  serve  this  market 
because  of  its  six  day  a  week  delivery  service  to  every  household.   However,  to  remain 
competitive,  our  existing  services  must  continue  to  evolve  to  be  responsive  to  the  demands  an 
interactive  environment  will  produce  and  add  new  value-added  services  like  fulfillment  and 
logistics  consulting. 

The  Postal  Service  is  currently  participating  with  Time  Wanner  in  its  Oriando.  Florida,  interactive 
television  pilot  called  the  Full  Service  Network  (FSN).  An  interactive  post  office  will  be  on  the 
FSN.  Additionally,  the  Postal  Service  has  introduced  a  newly  branded  service  (FASTNET 
Merchandise  Delivery)  derived  from  locally  held  out  parcel  post  and  third-class  parcel  services. 
Local  holdouts  have  long  been  a  standard  operating  procedure  which  usually  results  in  these 
parcels  receiving  next  day  delivery  in  a  metro  area.  It  is  hoped  this  service  will  appeal  to  other 
merchants  on  the  FSN  for  the  delivery  of  their  merchandise. 
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To  add  further  value  to  FSN  merchants,  the  Postal  Service  has  formed  an  alliance  with  a 
company  to  provide  warehousing  and  fulfillment  services  if  needed.   Under  this  alliance, 
customers  would  contract  for  warehousing  and  fulfillment  services  with  the  Postal  Service's 
alliance  partner.   Delivery  of  the  merchandise  would  be  through  FASTNET  Merchandise 
Delivery. 

The  purpose  of  the  Postal  Service's  participation  in  the  Time  Warner  pilot  is  to:   1)  learn  how  to 
provide  marketable  services  in  an  interactive  environment  and  2)  develop  a  game  plan  for 
participation  with  other  companies  that  will  be  piloting  interactive  systems.  The  intent  of  the 
Postal  Service  is  to  participate  in  other  pilots  in  order  to  further  leann  and  build  its  service 
offerings  for  competing  in  an  interactive  environment. 

The  following  provides  an  overview  of  the  discussions  to  date  with  each  of  the  companies  listed 
in  the  question: 

•  Bell  Atlantic  -  Two  meetings  to  describe  Bell  Atlantic's  plans  and  the  Postal  Service's 
vision  for  participating  in  an  interactive  pilot  have  been  held.  Bell  Atlantic  will  introduce  a 
pilot  this  fall  in  Northern  Virginia  with  expansion  to  approximately  seven  additional  metro 
areas  in  the  spring  of  1995.   It  was  discovered  that  the  level  of  interactivity  required  by  the 
Postal  Service's  interactive  post  office  will  not  be  available  in  the  Northern  Virginia  first 
phase.  However,  it  is  hoped  that  the  Bell  Atlantic  system  will  be  able  to  accommodate  a 
post  office  as  it  expands  after  the  first  of  the  year.  Both  parties  remain  in  ongoing  contact. 

•  Pacific  Telesis  -  A  meeting  was  held  with  Pacific  Telesis  and  the  Postal  Service  in  San 
Francisco  last  January.  At  the  time,  Pacific  Telesis  had  just  announced  its  plans  to  pilot  an 
interactive  project  at  the  end  of  1994  in  Milpitas,  California.   Both  parties  agreed  to  stay  in 
contact  as  the  pilot  was  developed.   Since  then  the  Postal  Service  has  responded  to  a 
Pacific  Telesis  requested  survey  describing  USPS  needs  and  plans  for  interactive 
participation.  Dialog  is  ongoing. 

•  U.S.  Wtest  -  The  Postal  Service  has  had  several  meetings  with  U.S.  West  to  discuss  mutual 
plans.  While  no  decisions  have  been  made,  both  parties  are  considering  each  other's  needs 
for  participation  in  U.S.  West's  interactive  pilot  in  Omaha  scheduled  to  begin  at  the  end  of 
1994. 

•  AT&T  ~  The  project  the  Postal  Service  has  been  interested  in  is  the  AT&TA/iacom 
interactive  pilot  scheduled  for  this  winter  in  Castro  Valley.  Califonnia.   Discussions  have  been 
held  with  both  AT&T  and  Viacom  separately.  While  no  decisions  have  been  made  a  dialog 
continues. 


11. 


Is  a  part  of  your  future  plan  for  USPS  to  have  Post  Offices  have  a  computer  terminal 
for  public  contact  with  other  government  agencies?  How  important  \n\1\  that  service 
be  to  maintaining  a  financially  sound,  competitive  USPS? 

ANSWER:  At  this  point  it  would  be  too  soon  to  say  that  we  plan  to  have  a  computer  terminal  in 
post  offices  to  facilitate  contact  with  other  govennment  agencies.  Some  have  suggested  that  this 
kind  of  service  would  be  an  important  "Service  to  the  Citizen."  Certainly  this  type  of  an  idea  is  in 
keeping  with  the  recommendations  of  Vice  President  Gore's  Reinventing  Task  Force.  But  at  this 
point  we  are  analyzing  the  economic  implications  of  such  an  idea.  Our  commitment  to 
maintaining  a  financially  sound,  competitive  post  office  requires  at  a  minimum  that  we 
understand  the  "business  case"  for  such  a  service.  How  big  a  computer  would  be  necessary  to 
provide  what  kinds  of  services?  How  much  would  it  cost?  How  would  the  Postal  Service  or 


anyone  else  be  paid  for  providing  such  a  service.  Often  these  types  of  services  are  called 
"Kiosk"  services  and  we  are  interested  in  seeing  how  they  might  be  a  service  to  our  customers. 

Some  private  sector  companies  are  offering  to  provide  such  services  to  State  and  Federal 
Agencies  for  a  fee  using  proprietary  software.  One  of  the  questions  in  our  business  case,  for 
example,  will  be  whether  it  would  be  more  efficient  to  provide  citizen  access  through  such  a 
vehicle  or  whether  the  federal  govennment  should  provide  its  own  access  point.  These  are 
important  questions  and  we  look  fon^ard  to  \MDrking  with  Congress  in  the  future  to  define  the 
most  appropriate  ways  to  serve  the  public. 

12.  If  your  projection  of  a  $1,344  billion  loss  in  1994  is  not  correct,  are  your  projections 
for  1995  on  which  you  based  your  rate  request  correct?  Are  your  1995  projections 
more  reliable  than  your  1994  projections? 

ANSWER:  The  FV  1995  projections  remain  reliable.  This  is  especially  tme  given  that  the  rate 
case  filing  assumed  a  very  modest  productivity  improvement  in  FY  1995  over  our  FY  1994 
operating  plan.  As  such,  the  FY  1995  estimates  are  still  attainable  through  relatively  moderate 
improvements  in  productivity  over  cunrent  levels  of  perfomriance.  As  a  point  of  perspective,  we 
suffered  the  loss  of  many  experienced  personnel  in  key  positions  during  the  retirement  phase  of 
our  restructuring.  The  result  is  that,  in  many  instances,  managers  and  other  employees  were 
leanning  their  new  positions.  The  "learning  curve"  for  these  people  often  resulted  in  additional 
costs  such  as  the  increased  use  of  overtime. 

With  the  additional  experience  and  training  that  have  occunred  along  with  a  renewed  emphasis  of 
our  automation  program,  we  see  ourselves  in  a  much  better  position  to  achieve  our  forecasted 
bottom-line  financial  position  in  FY  1995.  In  fact,  one  indicator  of  better  cost  control  in  the  future 
is  the  reduction  in  overtime  usage  that  we  now  see.  Although  these  improvements  may  come 
too  late  to  offset  additional  costs  already  incurred  in  FY  1994,  the  reductions  suggest  that 
overtime  costs  will  be  at  expected  levels  in  FY  1995.   Consequently,  we  believe  that  the  FY 
1995  projections  remain  valid. 

13.  Postal  Governor  Dyhrltopp  stated  at  a  board  meeting  that  everyday  USPS  was 
delivering  over  6  million  pieces  of  mail  that  were  5  or  more  days  later  than  your 
delivery  standards.  Why  is  service  so  poor  or  is  Governor  Dyhrol(opp  incorrect? 

ANSWER:  During  Postal  Quarter  II  of  this  year,  the  Postal  Service  processed  and  delivered  an 
average  daily  volume  of  240  million  First-Class  stamped  and  metered  pieces.  Almost  six  million 
(5.7)  or  2.4  percent  of  the  total  First-Class  Mail  volume  was  delivered  beyond  five  days,  but  not 
five  or  more  days  later  than  our  service  commitments.  Overnight  committed  mail  was  delivered 
nearty  100  percent  by  the  fourth  day.  TvwD-day  committed  mail  was  delivered  98  percent  by  the 
fifth  day,  and  three-day  committed  mail  was  delivered  93  percent  by  the  fifth  day.  Although  the 
absolute  value  seems  relatively  high  (six  million  pieces  a  day),  it  represents  two  pieces  out  of 
every  100.  Of  the  neariy  six  million  pieces  that  are  delivered  after  five  days,  over  half  of  them 
had  a  service  commitment  of  three  days. 

14.  What  is  the  cost  of  your  attempts  to  improve  delivery  in  Chicago?  Why  is  delivery  so 
poor  in  Chicago? 

ANSWER:  Investigations  of  the  Chicago  Post  Office  show  that  basic  managerial  procedures 
have  not  been  followed  over  an  extended  period  of  time.  In  addition  to  the  lack  of  management 
skills,  programs  that  were  developed  to  meet  the  challenges  of  our  work  environment  were  not  in 
place.  We  are  confident  that  our  back  to  basics  approach  to  the  Chicago  Post  Office  is  already 
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showing  positive  results  and  we  anticipate  that  the  continued  application  of  basic  policies  will 
improve  the  delivery  service  dramatically. 

The  Chicago  Task  Force  consists  of  27  postal  employees  who  are  committed  to  assuring  the 
successful  "turnaround"  of  the  Chicago  Post  Office.  There  is  no  present  projection  as  to  the 
length  of  time  this  will  take.  Excluding  salaries,  the  cost  of  this  task  force  is  approximately 
($133  X  27  =)  $3,600  per  day.  ($100  per  day  hotel,  $33  per  day  per  diem). 

15.  In  June  1992,  this  Committee  recommended  that  the  para-military  style  of 
management  in  USPS  be  eliminated.  Has  it  been  eliminated  in  Chicago?  Has  it  been 
eliminated  anywhere? 

ANSWER:  The  feedback  we  have  gotten  from  all  quarters  regarding  the  management 
selections  following  restnjcturing  was  uniformly  positive  regarding  management  style  and  people 
skills. 

There  were  no  indications  that  Chicago's  problems  were  in  any  way  related  to  an  overbearing 
management  style.  If  anything,  it  appears  that  Chicago  management  was  too  lax. 

16.  Do  transitional  and  casual  employees  have  the  same  incentives  to  be  loyal  to  USPS 
and  concerned  about  its  future  as  do  career  employees,  especially  near  the  end  of 
their  temporary  appointment? 

ANSWER:  It  is  not  likely  that  temporary  employees,  such  as  our  transitional  or  casual 
employees,  generally  share  the  same  view  and  concern  about  their  employer  as  do  permanent 
or  career  employees.  There  are,  of  course,  other  factors  which  may  impact  the  loyalty  and 
concern  about  an  employer.  Including  the  values  held  by  the  individual  employee,  the  manner  in 
which  the  employee  is  treated,  and  the  employee's  financial  circumstances. 

17.  Attached  is  a  copy  of  page  1  of  Exhibit  USPS-8A  wrtiich  the  Postal  Service  filed  in  its 
current  rate  request  at  the  Postal  Rate  Commission.  Recalculate  column  5  assuming 
that  new  rates  will  be  effective  on  January  1, 1995,  rather  than  October  1, 1994. 

ANSWER:  The  Rate  Commission's  mies  governing  the  Postal  Service's  rate  filings  require  that 
expenses  be  shown  for  a  full  fiscal  year  starting  after  the  case  is  filed,  and  that  revenues  and 
volumes  be  shown  for  that  year  based  on  the  proposed  rates.  Table  8A  conforms  to  the  rules  in 
this  regard,  assuming  implementation  of  rates  on  October  1,  1994,  the  first  day  of  Fiscal  Year 
1995,  the  test  period  chosen  for  the  case.  In  order  to  fomnulate  a  breakdown  of  revenues  and 
expenses,  as  shown  in  Table  8A,  for  a  different  period  of  time  using  other  assumptions,  either  for 
a  different  test  period  (e.g.,  a  hybrid,  non-fiscal  test  year  starting  in  January),  or  assuming  a 
different  rate  implementation  schedule,  the  Postal  Service's  forecasts  would  have  to  be  redone. 
This  is  a  substantial  undertaking  that  would  consume  significant  time  and  resources  at  a  time 
when  the  Postal  Sen/ice's  experts  in  this  area  are  still  responding  to  discovery  and  preparing  for 
hearings.  In  any  event,  an  exhibit  prepared  using  a  January  1  implementation  would  not 
confomi  to  the  evidence  showing  test  year  finances  that  the  Postal  Service,  following  the 
Commission's  mIes,  has  presented  for  the  case.  For  practical  and  legal  reasons,  therefore,  the 
Postal  Service  has  not  provided  infomiation  making  such  different  assumptions  when  requested 
in  discovery  by  parties  in  the  case.  See  the  attached  inten-ogatory  and  response.  As  a  practical 
matter,  parties  could  ask  for  such  information  assuming  any  of  a  number  of  hypothetical 
implementation  dates,  and  responding  v«>uld  be  very  burdensome,  requiring  the  Postal  Sen/ice 
to  create  a  record  of  evidence  inconsistent  with  its  filing. 
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Nevertheless,  it  is  possible  to  make  rough  estimates  using  data  availat)le  from  the  current  filing, 
as  shown  in  the  attached  interrogatory  response  with  regard  to  February  implementation.  The 
data  indicate  that  the  rate  increase  is  worth  $4.7  billion  on  an  annual  basis  or  a  little  less  than 
$400  million  per  month.  Cunrently,  we  project  a  $2.7  billion  deficit  without  a  rate  increase.  A 
January  1  implementation  would  place  the  rates  in  effect  for  9  months  of  the  fiscal  year  which 
would  improve  our  projected  financial  position  by  $3.5  billion  ($4.7  billion  times  three  fourths  of 
the  year).  The  result  is  net  income  of  roughly  $800  million  for  the  fiscal  year. 


ADDITIONAL  QUESTIONS  FOR  POSTMASTER  GENERAL  RUNYON 
FROM  CHAIRMAN  CLAY 


1.  Is  the  Customer  Satisfaction  Index  (CSI)  which  you  discussed  at  your 
appearance  before  the  Committee  a  compilation  of  the  responses  of  postal 
customers  to  question  1.  a.  of  U.S.  Postal  Customer  Survey,  a  copy  of  which  is 
attached?  If  not,  which  questions  in  that  survey  are  included  in  the  index,  and 
how  are  they  included? 

ANSWER:  The  CSI  number  you  refer  to  is  based  on  responses  to  Question  1  .a  of  the 
U.S.  Postal  Service  Customer  Survey. 


2.  Questions  1.  c.  and  d.  of  the  attached  survey  concern  the  time  of  delivery  for 
local  and  non  local  mail,  respectively.  Provide  the  compilation  of  the 
responses  to  questions  1.  c.  and  d.  for  the  past  5  years  in  the  same  format  that 
USPS  provides  CSI  statistics,  per  quarter  by  city  with  a  national  average.  Also 
provide  the  response  rate  for  each  of  these  questions  by  quarter  nationally 
and  by  city. 

ANSWER:  The  Postal  Service  views  underlying  CSI  results  as  proprietary  for  several 
reasons.  First,  the  underlying  data  in  this  as  with  other  customer  satisfaction  surveys  in 
the  public  and  private  sectors  is  intended  for  analysis  over  time.  While  the  responses 
for  the  attributes  "Time  to  Deliver  A  Local  Letter"  and  "Time  to  Deliver  a  Non-Local 
Letter"  may  provide  a  robust  sample,  other  attributes  such  as  those  relating  to  change 
of  address  will  not  be  nearly  as  robust  since  only  a  limited  number  of  households  move 
each  quarter.  This  would  hold  true  for  questions  relating  to  the  telephone  experience 
or  those  pertaining  to  visits  to  retail  lobbies.  The  underlying  data  needs  to  be  viewed 
over  time  and  not  as  specific  ratings  for  each  and  every  underlying  attribute. 

Second,  a  significant  number  of  questions  could  provide  information  to  competitors 
which  would  give  them  a  clear  advantage  over  the  Postal  Service.  Mail  Boxes  ETC.  or 
Postal  Plus  would  love  to  know  by  geographic  area  how  we  rated  on  those  questions 
pertaining  to  our  lobby  functions.  They  could  use  the  data  to  locate  franchises  in  areas 
perceived  to  be  poor  performers  or  they  could  use  the  information  in  their  advertising  to 
pull  customers  away  from  the  Postal  Service  and  into  existing  franchises. 

Third,  questions  that  may  be  perceived  as  relating  to  the  Postal  Service  monopoly 
could  still  render  us  vulnerable  to  our  competitors.  The  attributes  "Time  to  Deliver  a 
Local  Letter"  and  "Time  to  Deliver  a  Non-Local  Letter'  come  to  mind.  Alternate  delivery 
services  could  pinpoint  areas  of  poor  performance  as  our  customers  perceive  it  and 
surmise  that  service  for  both  second-class  publications  and  third-class  advertising  are 
equally  as  poor.  Through  advertising  and  sales  pitches  aimed  at  Postal  Service 
customers,  alternate  delivery  could  establish  a  foothold  in  areas  where  they  are  not 
delivering  or  increase  their  market  share  where  they  are  already  delivering.  EXFC,  our 
First-Class  service  performance  measurement,  may  give  them  an  indication  of  end-to- 
end  service  but  it  does  not  provide  a  measure  of  how  customers  may  perceive  that 
service.  CSI  information  does  and  so  would  prove  to  be  more  useful  to  our 
competition. 
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Lastly,  in  business,  it  is  the  customers'  overall  perception  of  performance  that  keeps 
them  loyal,  keeps  them  purchasing,  and  keeps  their  support.  The  CSI  Question  1a 
which  asks  households  to  rate  their  overall  satisfaction  wrth  the  Postal  Service  clearly 
indicates  that  randomly  selected  customers  are  essentially  pleased  with  us.  The 
underlying  information  is  diagnostic  and  intended  for  internal  use  only.  Private  sector 
companies  would  not  release  such  detailed  information  to  competitors.  While  we 
recognize  that  we  are  not  in  the  private  sector,  we  also  know  that  we  face  competition 
for  E-Mail,  faxes,  telephone,  alternate  delivery,  voice  mail,  interactive  television  and 
whatever  else  may  come  down  the  "information  highway."  We  do  not,  therefore, 
believe  that  we  should  provide  our  competitors  with  this  information. 

For  the  above  reasons,  we  request  that  the  Committee  maintain  the  confidentiality  of 
the  attached  information. 


3.  Provide  the  Committee  with  all  the  information,  including  all  instructions,  which 
the  Postal  Service  or  its  contractor  provides  each  quarter  to  the  5,000  to  6,000 
randomly  selected  households  per  city  included  in  the  survey  which  produces 
the  CSI. 

ANSWER:  Copies  of  the  two  survey  packages  used,  one  with  the  survey  in  Spanish 
and  English,  and  one  with  the  survey  in  English  only,  are  attached. 
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Response  to  Written  Questions  Submitted  by  Hon.  Thomas  C.  Sawyer  to 


Marvin  T.  Runyon 


Restructuring 


1)  I  remain  concerned  that  the  restructuring  plan  did  not  adequately  take  into  account 
human  consequences. 

For  example,  I'm  still  receiving  complaints  from  postal  employees  in  Akron  concerning 
staffing  shortages.  Understandably,  this  is  contributing  to  lower  morale  and  greater 
tension  among  employees. 

a)  What  is  the  current  overtime  rate  for  craft  employees?  For  supervisors? 

ANSWER:  USPS  operations  are  administrated  by  10  Areas  geographically  disbursed  throughout 
the  country.  Akron  is  one  of  10  performance  clusters  within  the  Allegheny  Area.  In  Accounting 
Period  7,  ended  April  1 ,  1994,  the  Akron  performance  cluster  had  an  overtime  rate  of  7.6 
percent.  This  compares  to  overtime  rates  of  8.9  for  the  Allegheny  Area,  and  8.1  percent  for  the 
total  United  States.   Supervisor  overtime  in  Accounting  Period  7,  was  4.0  percent  in  the 
Allegheny  Area,  compared  to  a  rate  of  5.0  percent  for  the  nation  as  a  whole. 

In  addition,  when  compared  to  the  same  period  of  last  year,  a  total  of  214  employees  have  been 
added  to  the  Akron  staff.  This  action  was  taken  in  order  to  better  balance  workload  with 
workhours. 

b)  When  does  the  Postal  Service  expect  to  curtail  overtime  usage? 

ANSWER:  Specific  actions,  including  increase  in  employee  complements  have  been  taken  to 
reduce  clerk  and  city  canrier  overtime.  Since  these  actions  were  implemented,  overtime  has 
been  reduced.   Overtime  has  been  below  the  same  period  last  year  levels  since  December  and 
has  shown  continued  improvement  during  each  month  of  1994. 


Employee  Opinion  Survey  (EOS) 

1)  The  latest  Employee  Opinion  Survey  (EOS)  revealed  that  too  many  postal  employees 
believe  they  have  been  victims  of  discrimination  or  sexual  harassment. 

a)  What  has  your  Leadership  Team  done  to  prevent  discrimination  and  harassment  In 
the  workplace? 

ANSWER:  The  Leadership  Team  has  been  vvorking  at  changing  the  culture  of  the  Postal 
Service  to  one  which  values  its  employees  and  is  committed  to  them.  As  the  changes  take  place 
and  all  employees  are  treated  with  respect  and  dignity,  the  number  of  employees  who 
experience  or  believe  they  experience  discrimination  or  sexual  harassment  will  diminish. 

In  addition  to  the  overall  culture  change  efforts,  the  Leadership  Team  strongly  supports  our 
Diversity  Development  professionals  who  sen/e  throughout  the  field  as  advisors  for  local 
managers  on  workforce  relationships  issues  including  discrimination  and  sexual  harassment. 

Finally,  EEC,  our  complaint  processing  system,  affords  all  employees  an  avenue  by  which  they 
can  raise,  and  have  resolved,  allegations  of  discrimination  and  sexual  harassment. 
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Employee  Assistance  Program  (EAP) 

1)  The  quality  of  mail  service  in  Chicago  has  received  a  lot  of  attention  in  recent  weeks. 
Postal  officials  were  reported  as  saying  that  substance  abuse  among  employees 
contributed  to  the  poor  performance. 

a)  What  evidence  do  you  have  that  substance  abuse  is  a  significant  problem  among 
postal  employees? 

ANSWER:  EAP  professionals  throughout  the  field  state  that  between  10  and  15%  of  a  workforce 
will  have  problems  with  alcohol  and/or  dmg  abuse.  The  EAP  Association  (EAPA)  will  concur  in 
this  assessment.  There  is  no  one  specific  location  immune  to  these  statistics.  In  Chicago,  56% 
of  the  employees  responding  to  the  Employee  Opinion  survey  reported  that  they  personally  have 
witnessed  or  have  knowiedge  of  substance  abuse  problems  at  work. 

b)  If  employees  are  found  to  have  drug  or  alcohol  problems,  what  are  local  managers 
doing  to  help  them? 

ANSWER:  Local  managers  throughout  the  USPS  have  at  their  disposal  the  ability  to  refer 
individuals  to  the  EAP  who  may  be  experiencing  problems  that  negatively  impact  on  their  job 
performance.  The  EAP  is  a  voluntary  program  to  assist  employees  with  a  variety  of  problems. 


Postal  Inspection  Service 

1)  I  remain  concerned  about  the  role  of  the  Postal  Inspection  Service  in  eliminating 
substance  abuse  in  the  workplace.  If  the  Inspection  Service  is  going  to  continue 
efforts  to  accomplish  that  worthwhile  goal,  I  think  it  needs  to  defme  the  extent  and  the 
limits  of  its  role  more  clearly. 

a)  Do  you  believe  that  it  is  appropriate  to  use  outside  informants,  or  even  postal 
employees,  in  drug  sting  operations? 

ANSWER:  The  Postal  Inspection  Service  has  been  working  closely  with  postal  management  to 
identify  possible  solutions  to  substance  abuse  in  the  workplace.   Management  cleariy  supports 
investigating  such  employee  misconduct  and  taking  firm,  swift  action  against  offenders.  The 
Employee  Assistance  Program  provides  confidential  help  to  substance  abusers  and  was  recently 
reinforced  by  the  addition  of  professionally-trained  counselors. 

In  the  eariy  1980s  when  we  first  conducted  these  types  of  investigations,  we  did  so  by  placing 
undercover  postal  inspectors  in  the  v«)rkplace.  This  effort  was  not  particulariy  successful 
because  Inspectors  were  not  readily  accepted  into  the  dmg  scene  by  those  possessing  or  selling 
dnjgs.  We  then  turned  to  the  use  of  informants  who  were  able  to  more  quickly  assimilate  into 
the  day-to-day  dmg  activity  at  the  facility  where  they  were  places.  In  many  cases,  we  recruited 
as  informants  individuals  who  had  been  successfully  used  by  other  law  enforcement  agencies. 
Given  appropriate  training  in  the  postal  work  environment,  informants  were  generally  able  to 
identify  postal  employees  engaged  in  illegal  drug  transactions  much  more  promptly  than 
undercover  postal  inspectors.  In  many  instances,  inspectors  are  then  introduced  to  the  dealer  for 
the  purpose  of  conducting  "hand-to-hand"  buys. 

Clearty,  there  are  potential  problems  when  introduang  informants  with  criminal  records  into  the 
postal  work  environment.   However,  many  criminal  investigations  cannot  he  done  without  them. 
When  the  Inspection  Service  uses  informants  to  investigate  on-duty  narcotic  involvement  of 
employees,  there  is  an  inherent  responsibility  to  have  in  place  sound  control  procedures  and  to 
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ensure  those  procedures  are  followed.  As  an  undercover  investigation  develops,  efforts  are 
made  to  minimize  the  role  of  the  informant  whenever  possible,  often  through  the  introduction  of 
an  undercover  agent  to  the  suspect.  In  addition,  every  effort  is  made  to  independently  verify 
information  provided  by  the  informant.  Polygraph  examinations  are  available  if  the  credibility  of 
an  informant  is  in  question.   Proper  use  of  informants  as  an  investigative  tool  to  identify  narcotic 
users  will  result  in  the  successful  removal  of  a  disajptive  element  of  the  postal  workforce  and 
provide  a  safer  v\«rking  environment  for  all  postal  employees. 

b)  Might  reliance  on  current  employees  place  those  who  may  have  personal  or  work- 
related  difficulties  at  further  risk? 

ANSWER:  Many  employees  who  are  approached  to  assist  in  narcotic  investigations  are  pending 
removal  from  the  Postal  Service  for  a  variety  of  reasons.  Sometimes  employees  approach  the 
Inspection  Service  and  volunteer  to  act  as  confidential  informants.  Working  with  the  Inspection 
Service  can  be  the  "last  chance"  to  turn  their  lives  around.   In  many  cases,  these  employees, 
have  an  opportunity  to  address  the  problem  of  workplace  substance  abuse  that  possibly  caused 
their  dilemma.   For  those  who  act  as  informants,  the  close  v^rking  relationship  with  the 
Inspection  Service  can  have  a  sobering  effect.   For  many  of  these  employees  their  substance 
abuse  developed  after  beginning  employment  with  the  Postal  Service  and  is  attributable  to  a 
narcotics  problem  at  the  postal  facility  where  they  are  employed. 

c)  Could  reliance  on  outside  informants  place  the  Inspection  Service  at  greater  risk? 

ANSWER:  There  is  now  a  moratorium  against  using  outside  informants  in  employee  narcotics 
investigations  which  began  on  May  12,  1994.  There  are  some  risks  involved  with  both  groups. 
Informants  who  are  used  on  an  ongoing  basis  in  several  different  undercover  operations  tend  to 
become  very  familiar  with  the  "system"  and  may  look  for  ways  to  manipulate  it  to  their 
advantage.  This  tendency  requires  the  controlling  inspector(s)  to  be  alert  and  extra  cautious  with 
handling  of  informants.   In  this  light,  outside  infonmants  with  a  long  track  record  working  for  other 
law  enforcement  agencies  require  extra  scrutiny  before  and  during  use  by  the  Inspection 
Service. 

Inspection  Service  policies  and  training  include  procedures  to  prevent  and/or  detect  informant 
misconduct.   It  is  imperative  that  inspectors  follow  established  policies  regarding  the  use  of 
informants. 

The  following  procedures  must  be  adhered  to  when  utilizing  informants: 

•  Inspectors  must  verify  the  reliability  and  credibility  of  informants  before  using  information 
gained  from  them  in  any  criminal  or  administrative  proceeding. 

•  Independent  con^oboration  of  information  provided  by  informants  is  required.   Informants 
must  be  polygraphed  when  no  other  verification  is  possible. 

•  Informants  must  be  polygraphed  when  questions  arise  about  their  credibility. 

•  Expenditures  exceeding  the  set  spending  authority  of  the  Inspectors  in  Charge  must  be 
approved  at  Headquarters  by  the  Deputy  Chief  Inspector  for  Criminal  Investigations. 

•  Supervisors  must  formally  evaluate  informant  performance  quarteriy. 

•  Inspectors-in-Charge  must  assess  the  effectiveness  of  the  entire  division  informant  program 
quarteriy. 
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•  Headquarters  review  of  the  national  program  is  performed  quarterly 

•  The  Deputy  Chief  Inspector  for  Criminal  Investigations  is  responsible  for  national  oversight 
of  the  program. 

2)  The  Employee  Assistance  Program  (EAP),  which  is  confidential  in  nature,  helps 
workers  cope  with  either  personal  or  substance  abuse  problems.  Two  Postal 
Inspectors  who  participated  in  the  Cleveland  sting  operation  w«re  recently  quoted  as 
saying  that  they  targeted  employees  who  participated  in  the  EAP  as  potential 
suspects. 

a)  What  steps  is  the  Postal  Service  taking  to  ensure  that  employee  privacy  is 
protected  at  all  times? 

ANSWER:  The  EAP  policy  specifies  instances  when  information  concerning  an  EAP  client  will 
be  disclosed,  as  follows: 

874.  4  Disclosure 

.41      Information  identifying  program  participants,  whether  or  not  such  information  is  recorded, 
may  be  disclosed  as  follows: 

a.  To  other  USPS  health  professionals,  such  as  medical  officers  and  nurses  who  share 
program  responsibility  for  the  participant's  rehabilitation. 

b.  To  medical  personnel  outside  the  Postal  Service  to  the  extent  necessary  to  meet  a  bona 
fide  medical  emergency  involving  the  participant. 

c.  To  the  refemng  supervisor  and/or  manager  for  purposes  of  advising  as  to  the  employee's 
continued  participation  and  progress  toward  recovery  (see  872.5). 

d.  To  qualified  personnel  with  the  express  written  authorization  of  the  Vice  President, 
Employee  Relations,  for  purposes  of  conducting  scientific  research  or  program  audits  or 
evaluation.  However,  under  no  circumstances  will  any  identifying  information  be  disclosed 
in  the  resulting  evaluation,  research,  or  audit  reports. 

e.  When  authorized  by  a  court  order  upon  a  showing  of  good  cause,  regional  Counsel  or  HQ 
Counsel,  as  appropriate,  should  be  contacted  for  assistance  in  both  evaluating  the  order 
and  in  determining  the  extent  to  which  information  must  be  released. 

f.  To  any  person  with  the  prior  written  consent  of  the  program  participant. 

.42    In  all  cases  above,  only  that  information  which  is  absolutely  necessary  to  satisfy  the 
recipient's  business  or  medical  need  is  to  be  disclosed. 

.43    No  EAP  records  or  personnel  may  be  used  to  initiate  or  substantiate  any  criminal  charges 
against  a  program  participant  or  to  conduct  any  investigation  of  a  participant,  except 
asauthorized  by  a  court  order  for  good  cause.  However,  if  an  EAP  participant  reveals  the 
commission  or  intended  commission  of  serious  criminal  activity,  the  EAP  counselor  is  not 
prohibited  from  disclosing  that  information  as  long  as  the  employee  is  not  identified  as  a 
program  participant. 

Occupational  Safety  and  Health 

1)  Last  year,  the  National  Institute  for  Occupational  Safety  and  Health  (NIOSH)  issued  a 
report  citing  ergonomic  problems  with  the  Delivery  Bar  Code  Sorter  (DBCS). 
Specifically,  NIOSH  recommended  modifying  the  machinery,  increasing  the  numbers 
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of  people  unloading  it,  reducing  the  amount  of  time  employees  spend  working  on  the 
machines,  and  providing  more  rest  breaks. 

Further,  Ergologic,  Inc.,  a  firm  retained  by  the  Postal  Service  to  reviews  the  NIOSH 
report,  agreed  with  NIOSH's  findings.  Ergologic,  Inc.  went  on  to  recommend  that  the 
rotation  time  on  the  DBCS  be  reduced  to  30  minutes. 

a)  Has  the  Postal  Service  changed  the  rotation  time  on  the  DBCS?  If  not,  please 
explain  wrtiy  not? 

ANSWER:  The  Postal  Service  is  currently  evaluating  both  reports.  To  date  a  decision  has  not 
been  made  how  to  implement  rotation  upon  the  DBCS.  This  issue  will  be  jointly  discussed  with 
the  APWU  prior  to  any  formal  implementation  of  a  change 

b)  Has  the  Occupational  Safety  and  Health  Administration  (OSHA)  reviewed  the 
DECS?  If  so,  have  any  citations  been  issued? 

ANSWER:  To  our  knowledge,  OSHA  has  neither  reviev^d  nor  issued  a  citation  on  the  DBCS. 

c)  Has  the  Postal  Service  met  with  representatives  of  the  American  Postal  Workers 
Union  (APWU)  to  address  these  concerns?  If  so,  what  Is  the  outcome  of  those 
discussions? 

ANSWER:  The  USPS  has  established  a  joint  APWU/Management  ergonomics  Task  Force  to 
address  ergonomic  concerns.  There  is  cunrently  a  technical  sub-committee  developing  a  study 
of  the  automated  equipment  which  will  then  report  to  the  Joint  Ergonomics  Task  Force. 

The  USPS/APWU  Ergonomics  Task  Force  is  conducting  work  station  design  requirements  for 
postal  operations.  Several  major  operations  have  been  studied  and  are  in  the  process  of  being 
modified.  These  include  the  Multi-Position  Letter  Sorter  Machine  (MPLSM)  and  Single  Position 
High  Speed  Induction  Unit  (SPHSIU).   In  addition,  the  committee  has  selected  standard 
ergonomic  seating  equipment  with  adjustable  arm  rests  for  all  Postal  key  board  work  stations. 


Postal  Security  Force 

1)  What  is  the  status  of  the  proposal  to  restructure  the  Postal  Security  Force? 

ANSWER:  A  study  was  conducted  by  the  Inspection  Service  on  the  needs  of  the  Postal  Service 
for  staffed  security  at  facilities  where  there  is  a  Security  Force  operation.  A  part  of  this  study 
considered  the  best  placement  of  the  postal  police  within  our  present  management  structure.  It 
was  recommended  that  the  Inspection  Service  be  relieved  of  direct  management  of  the  Security 
Force  and  this  responsibility  transfen-ed  to  the  facility  manager,  similar  to  the  security 
responsibility  that  presently  exists  within  private  industry.   It  was  decided  to  table  this 
recommendation  at  the  present  time.  As  a  result,  management  of  Security  Force  operations  will 
remain  with  the  Inspection  Service  for  the  foreseeable  future. 

In  addition  to  addressing  management  responsibilities,  the  study  also  proposed  the  creation  of  an 
unarmed  secruity  guard.  The  union  which  represents  our  bargaining  union  officers  has  been 
briefed  on  this  concept.  The  utilization  of  staffed  security,  both  amied  and  unarmed,  is  still  being 
reviewed,  and  therefore  a  postion  description,  selection  criteria,  and  utilization  standards  for  the 
unarmed  position  have  not  been  created. 
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2)  Have  early  outs  been  offered  to  PPOs?  If  so,  how  many  took  advantage  of  the  offer? 

ANSWER:  There  has  been  no  plan  to  reduce  the  number  of  personnel  committed  to  the  security 
of  the  Postal  Service.  Therefore,  no  earty-out  option  was  offered  to  postal  police  officers,  nor 
were  the  postal  police  officers  offered  an  incentive  to  retire. 

3)  There  are  approximately  40,000  postal  facilities  nationwide.  Please  provide  the 
committee  vnth  a  breakdown  of  what  facilities  enjoy  the  presence  of  PPOs.  In 
addition,  please  provide  a  list  of  facilities  that  contract  out  for  private  security  officers, 
as  well  as  the  costs  associated  with  the  contracts. 

ANSWER:  The  following  is  a  breakdown  of  the  postal  facilities  that  have  a  Security  Force 
presence. 


103 


DIVISION 
BOSTON 


BUFFALO 
NEWARK 


SAN  JUAN 
CLEVELAND 


INTERNAL 
AFFAIRS 


FACILITY 
Boston,  MA 
Hartford,  CT 
Buffalo,  NY 
Newark,  NJ 


Queens/Bronx,  NY 


AMF- JFK/Brooklyn,  NY 


New  York,  NY 


San  Juan,  PR 
Cleveland,  OH 
Washington,  DC 


PHILADELPHIA    Philadelphia,  PA 


Pittsburgh,  PA 


WORK  SITE(S) 

General  Mail  Facility 

General  Mail  Facility 

General  Post  Office 

General  Post  Office 

New  Jersey  International 

and  Bulk  Mail  Center/ 

Jersey  City 
Domonick  V.  Daniels 
Facility/Kearney,  NJ 

General  Post  Office 

Queens 
General  Mail  Facility/ 

Bronx 

Airport  Mail  Facility/ 

JFK 

General  Mail  Facility/ 

Brooklyn 

Cadman  Plaza  Post  Office 

Jamaica  Main  Post  Office 

James  A.  Farley-General 

Post  Office 
Church  Street  Station 
Franklin  D.  Roosevelt 

Station 
Grand  Central  Station 
Greeley  Square  Station 

(Temporary) 
Madison  Square  Garden 

Station 
Morgan  Station-General 

Mail  Facility 
Rockefeller  Center  Unit 
Times  Square  Station 

General  Post  Office 

General  Mail  Facility 

L'Ejifant   Plaza 

Potomac  Management  Academy 

General  Post  Office-Truck 

Terminal 
William  Penn  Annex 

General  Mail  Facility 
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WASHINGTON 


CHICAGO 

DENVER 
DETROIT 
ST.  LOUIS 
ATLANTA 

FT.  WORTH 

HOUSTON 

TAMPA 

MEMPHIS 

MIAMI 

NEW  ORLEANS 

LOS  ANGELES 


Baltimore,  MD 
Washington,  DC 

Chicago,  IL 

Denver,  CO 
Detroit,  MI 
St.  Louis,  MO 
Atlanta,  GA 
Birmingham,  AL 
Dallas,  TX 
Houston,  TX 
Jacksonville 
Memphis,  TN 
Miami,  FL 
New  Orleans,  LA 
Los  Angeles,  CA 


FL 


SAN  DIEGO       San  Diego,  CA 
SAN  FRANCISCO   Oakland,  CA 

San  Francisco,  CA 


Seattle,  WA 


General  Mail  Facility 

Bulk  Mail  Center 
General  Mail  Facility 
National  Capitol  Station 
Northern  Virginia  Facility 

AMF  O'Hare 

Main  Post  Office 

Terminal  Annex 

General  Mail  Facility 

Main  Post  Office 

General  Mail  Facility 

General  Mail  Facility 

General  Mail  Facility 

General  Mail  Facility 

General  Mail  Facility 

General  Mail  Facility 

General  Mail  Facility 

General  Mail  Facility 

General  Mail  Facility/ 

Warehouse 
Worldway  Postal  Center 
Control  Center/Pasadena 

Main  Post  Office 

Main  Post  Office 

Airport  Mail  Facility 
General  Mail  Facility 
Postal  Concentration 
Center 

Terminal  Annex 
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CONTRACT  SECURITY 


TYPE 

EXPIRATION 

LOCATION 

ESTIMATED 
PERSONNEL 

ESTIMATED 
COST/CONTRAC; 

Armed 

07/15/94 

Desert  Station 
Mesa,  AZ 

4 

S   16,000 

Armed 

08/28/94 

12  postal  stations  ♦ 
Detroit,  MI 

Pending 

Armed 

08/30/94 

Van  Nuys,  CA  PiDC 

3 

$  92,000 

Armed 

08/30/94 

Santa  Clarita,  CA  PSDC 

3 

S  92,000 

Armed 

11/02/94 

S.  Troost  Station  * 

Pending 

Kansas  City,  MO 


Unarmed  05/30/94  Los  Angeles,  CA  BMC 

Unarmed  05/31/94  Columbia,  SC  PiDC 

Unarmed  06/03/94  Phoenix,  AZ 

Unarmed  06/05/94  Indianapolis,  IN  GMF 

Unarmed  07/04/94  Raleigh,  NC  GMF  ♦♦ 

Unarmed  08/03/94  San  Jose,  CA  P&DC 

Unarmed  11/02/94  Norfolk,  VA  P&DC 

Unarmed  11/02/94  St.  Petersburg,  FL  PiDC 

Unarmed  10/31/95  Paterson,  NJ  PiDC 

Unarmed  01/15/96  Paterson,  NJ  Customer  Services 


s 

83,000 

s 

12,000 

3137,000 

S 

36,000 

s 

73,000 

s 

4,000 

s 

55,000 

s 

20,000 

s 

82,000 

$ 

82,000 

*  These  locations  have  been  approved  for  contract  security  and  are  in  the 
process  of  implementation. 

**  Contract  security  in  Raleigh,  NC  was  mandated  by  an  arbitrator. 

***  Contract  security  at  the  St.  Louis,  MO  ISSC  expired  on  April  30  and  is 
expected  to  be  renewed. 
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QUESTIONS  FOR  POSTMASTER  GENERAL  RUNYON  FROM  REP.  FRANK  MCCLOSKEY 

1.  In  regards  to  Chicago,  you  mention  that  a  task  force  of  postal  etperts  was  sent  to  identify 
and  fix  the  problems  with  mail  service.  V\»io  are  these  experts? 

ANSWER:  The  Members  of  the  Task  Force  are  identified  on  the  follov«ng  list 
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NEWSBREAK 


March  24,  1994 


CHICAGO  TASK  FORCE  MEMBERS 


TEAM  LEADERS 

Gary  Beckford  HQ,  Washington.  DC 

Don  Ryalls  HQ.  Washington.  DC 

ALLEGHENY  AREA  OFFICE 

Jim  Walsh  Bellnnawr.  NJ 

Sara  Mitchell  Pittsburgh.  PA 

MID-ATLANTIC  AREA  OFFICE 

Ed  Culpepper  Washington.  DC 

Steve  Mosier  Fayetteville.  NC 

MIDWEST  AREA  OFFICE 

Joe  McGeehan  Jr.  Milwaul<ee.  Wl 

Kevin  West  Des  Moines.  lA 

NEW  YORK  METRO  AREA  OFFICE 

John  Hargett  New  YorV,  NY 

Jim  Rosa  Orange.  NJ 

NORTHEAST  AREA  OFFICE 

Tom  D'AmbrosIa  E.  Longmeadow,  MA 

Bob  Brydon  Brewer.  ME 

Ron  Poulin  Providence,  Ri 

PACIFIC  AREA  OFFICE 

Lloyd  Curtis  Los  Angeles.  CA 

Lou  Dietrick  Artesia,  CA 

SOUTHEAST  AREA  OFFICE 

Michael  O'Kon  Chamblee.  GA 

Michael  Jordan  Tampa.  FL 

SOUTHWEST  AREA  OFFICE 

Dean  Hensen  Dallas.  TX 

Sam  Maskill  San  Antonio,  TX 

WESTERN  AREA  OFFICE 


Jim  Montnemy 
Jeanette  Price 


Cody,  WY 
Spokane,  WA 


Operations  Specialist 
Operations  Specialist 


Manager.  Post  Office  Operations 
Operations  Program  Analyst 


Operations  Specialist 
Station  Manager 


Postmaster 

Operations  Program  Analyst 


Operations  Specialist 
Postmaster 


Postmaster 
Postmaster 
Branch  Manager 


Manager.  Customer  Services 
Postmaster 


Station  Manager 

Mgr..  Ops.  Support  (District) 


Customer  Sen/ice  Analyst 
Mgr..  Oust.  Service  Operations 


Customer  Services  Supervisor 
Postmaster 
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2.  When  I  was  Chairman  of  the  Postal  Operations  Subcommittee,  the  Postal  Service 
expressed  concerns  about  its  dealings  with  the  Treasury  Department  Have  you 
obtained  any  more  flexibility  with  the  Treasury  in  regards  to  purchasing  securities 
etc.?  Has  Treasury  offered  to  provide  more  services  in  regards  to  your  use  as  banking 
entity?  Do  you  still  have  Lazard  Freres  on  board  as  a  consultant? 

ANSWER:  We  have  made  progress  in  investments.  Treasury  has  agreed  to  increase  the 
number  of  securities  that  we  can  buy  or  sell  any  business  day  from  five  to  twelve.  They  have 
reduced  the  required  holding  period  of  a  security  we  buy,  from  one  week  to  one  day    In  addition, 
Treasury  has  agreed  to  extend  the  hours  in  which  we  can  buy  and  sell  securities  from  only  at  12 
Noon  to  any  time  between  9  a.m.  and  3  p.m.  This  last  improvement  has  not  been  implemented 
yet  because  it  was  necessary  for  us  to  provide  Treasury  with  a  market  brokerage  screen  at  our 
expense,  in  order  to  permit  them  to  price  the  securities.  We  ordered  the  screen  and  had  it 
delivered  to  Treasury,  and  are  awaiting  their  go-ahead  to  install  it. 

We  have  been  improving  our  financial  control  and  cost  effectiveness  in  the  area  of  disbursement 
banking  by  making  greater  use  of  commercial  bank  controlled  disbursement  checking  accounts. 
Treasury  has  not  stood  in  the  way  of  our  use  of  these  types  of  accounts.  This  summer  we  will 
have  converted  all  of  our  centrally-issued  non-payroll  checks  to  commercial  banks.  The  next 
steps  will  be  to  test  locally-issued  checks  and  payroll  checks. 

In  the  area  of  borrowing  to  finance  our  capital  program,  we  have  made  little  progress  with 
Treasury  since  the  debt  refinancing  In  November  1992.  Postal  Service  Chief  Financial  Officer 
and  Senior  Vice  President  Michael  Riley  met  with  Treasury  Under  Secretary  Frank  Newman  on 
January  21 ,  1994,  to  discuss  Postal  Service  financial  services  needs.  Mr.  Newman  was  positive 
about  Treasury's  ability  to  deliver  what  the  Postal  Service  needs  in  the  area  of  borrowing. 
However,  attempts  by  the  Postal  Service  to  follow  that  meeting  with  action  have  not  been 
successful.  Further,  the  Postal  service  has  received  no  response  to  its  proposed  agreement  on 
bon^owing.  We  are  concerned  that  we  will  reach  our  need  to  borrow  late  in  this  Fiscal  Year  with 
no  agreement  on  the  borrowing  relationship  with  the  Treasury. 

The  Postal  Service  ceased  using  Lazard  Freres  &  Co.  as  financial  advisor  in  earty  1993,  when  all 
of  the  key  personnel  vsorking  on  the  Postal  Service  account  left  Lazard  Freres.  We  have  not 
retained  a  replacement  financial  advisor  since  then.  We  believe  that  we  now  have  the  in-house 
expertise  to  manage  our  cash  management  and  financing,  with  occasional  use  of  consultants  on 
special  projects. 

3.  How  many  post  offices  have  you  closed  in  the  most  recent  quarter  on  which  you  have 
data?  How  many  post  offices  have  been  consolidated? 

ANSWER:  A  total  of  93  offices  have  been  closed  and/or  consolidated  thus  far  in  FY  94 

4.  I  have  received  numerous  complaints  on  the  selection  process  for  postmasters  for 
small  post  offices  in  Indiana.  Can  you  please  outline  how  selections  and  promotions 
were  determined  in  Indiana? 

ANSWER:    In  general,  postmaster  positions  are  initially  advertised  for  career  postal  employees 
as  part  of  our  responsibility  to  provide  meaningful  opportunities  for  advancement  to  our  career 
work  force. 

A  review  of  postmaster  appointments  at  our  smallest  full  time  postal  installations  (EAS-1 1) 
showed  that  over  60  percent  of  the  positions  were  filled  with  cuaent  career  employees  and  the 
remainder  were  filled  from  the  ranks  of  postmaster/relief  leave  replacements  vs*io  had  been 
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serving  the  community  on  a  relief  basis  during  the  postmaster's  absence.  Positions  that  are  not 
filled  from  these  sources  are  advertised  to  the  community  for  application. 

5.  When  do  you  plan  to  Implement  the  360  degree  feedback  in  the  field?  Why  has  it  taken 
so  long  to  get  this  started? 

ANSWER:  The  360  degree  feedback  process  has  already  started  and  will  cascade  down  the 
organization  beginning  \Mth  PMG/CEO  Runyon  and  other  officers.  The  process  v^W  accelerate 
and  will  be  completed  by  the  end  of  August.  The  delay  in  getting  this  started  involved  analysis 
and  processing  of  the  data,  and  developing  an  understanding  of  it  from  an  organizational 
perspective,  especially  since  this  is  the  first  time  the  USPS  has  used  this  process  and  approach 
on  such  a  large  scale.  Subsequent  administrations  of  a  360  degree  feedback  process  will  be 
much  shorter  in  duration  from  start  to  finish. 

6.  You  indicated  during  your  appearance  before  the  Senate  Governmental  Affairs 
Committee  that  35  performance  clusters  were  not  operating  as  well  as  you  would  like. 
Would  you  please  elaborate  on  these  clusters  and  discuss  their  problems? 

ANSWER:  Performance  clusters  vMict\  account  for  the  bulk  of  our  Operating  Plan  variance 
have  been  identified  in  order  to  focus  attention  and  efforts  on  those  clusters  with  the  greatest 
opportunity  for  improvement.  The  method  used  to  identify  these  clusters  Is  the  variance  to  net 
contribution  plan-the  combination  of  revenue  and  expense  plans. 

Approximately  one  quarter  of  our  performance  dusters  account  for  80%  of  our  Operating  Plan 
variance.  In  most  instances,  these  performance  clusters  are  both  above  planned  expenses  and 
below  planned  revenues 

Senior  postal  officers  are  visiting  the  clusters  to  discuss  their  performance    In  addition,  weekly 
telecons  are  conducted  with  performance  clusters  and/or  plants  that  are  not  showing 
improvement 

7.  What  projections  have  you  made  for  the  increase  in  total  factor  productivity  (TFP)  for 
this  fiscal  year?  What  is  the  TFP  for  the  most  recent  quarter? 

ANSWER:  TFP  is  forecast  to  increase  1.1  percent  in  FY  1994.  TFP  declined  1.7  percent  in 
Quarter  II ,  FY  1994,  which  is  the  most  recent  quarter  for  which  data  are  available. 

8.  In  the  1993  Comprehensive  Statement  you  stated  that  the  Postal  Service  fell  short  of 
its  TFP  goal  of  4.5  percent,  but  Improved  3.8  percent  which  was  the  best  achievement 
in  20  years.  Was  automation  the  primary  reason  for  this  gain?  What  other  factors  can 
you  atti-ibute  to  this  gain? 

ANSWER:  The  two  primary  factors  behind  the  increase  in  TFP  were  the  change  in  salary  levels 
and  the  reduced  number  of  overtiead  employees.  Salary  levels  were  reduced  through  a  change 
in  the  type  of  employees.  We  increased  the  use  of  lower  paid  casual  and  transitional  employees 
relative  to  the  numbers  of  higher  paid  craft  and  management  positions  In  addition,  the  reduced 
number  of  overhead  positions  significantly  added  to  the  FY  1993  improvement.  Other  factors 
aiding  the  improvement  included  decreased  usage  of  supplies  and  materials,  reduced  non- 
personnel  expense,  lower  capital  expenditures. 
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Response  to  Written  Questions  Submitted  bv  Hon.  Lesue  L.  Byrne  to  Marvin 

T.  RUNYON 

Costs 

1.  You  said  that  operating  costs  are  up  2.4  percent  over  your  financial  plan's  target.  How 
do  you  plan  on  closing  the  gap  without  further  cuts  in  service  or  employee  benefits? 

ANSWER  We  have  already  taken  several  actions  intended  to  close  this  gap.  Among  these  are; 

•  A  $150  million  reduction  in  the  headquarters  operating  expense  budget; 

•  Improvements  in  productivity  through. 

-  Creation  of  a  new  Automation  group  to  assure  plan  implementation; 

-  Formation  of  a  team  to  enhance  Delivery  Point  Sequencing; 

-  Designation  of  Area  Champions  (Headquarters'  Vice  Presidents)  to  assist  local 
management  of  Processing  &  Distribution  plants  with  performance; 

•  Complement  control  and  initiation  of  facility  controls; 

-  Chief  Operating  Officer  initiated  Complement  Management  Task  Force; 

-  Staff  established  to  implement  Remote  Barcode  Sorting; 

•  Reduction  in  overtime  usage  through  institution  of  field  overtime  targets; 

•  Reduced  capital  spending; 

•  Postmaster  General  and  Chief  Operating  Officer  visits  to  Areas  for  performance 
assessments. 

a)  You  said  that  you  have  taken  steps  to  reduce  overtime.  How  wnll  this  impact  on  the 
ability  of  mail  carriers  to  deliver  the  mail  on  time? 

ANSWER  The  reduction  of  overtime  does  not  mean  that  mail  delivery  service  will  suffer.  One  of 
the  ways  that  overtime  is  being  reduced  is  by  ensuring  that  our  delivery  employees  follow 
established  efficient  work  methods.  Another  area  of  focus  is  training  for  our  newer  employees. 
As  these  employees  became  more  familiar  with  their  job  assignments  and  proper  vwrk  methods, 
they  are  using  fewer  hours  to  accomplish  their  tasks.  Overtime  for  the  first  six  APs  averaged 
10.6  percent.  During  the  last  Wjo  APs  the  average  OT  rate  has  dropped  to  8.8  percent. 

2.  According  to  information  released  by  the  service  following  the  announcement  of  a 
stamp  price  increase,  your  fiscal  1993  losses  were  $1,765  billion-of  this,  you  report 
that  only  $371  million  is  due  to  operations,  and  of  that  number,  $318  million  is  due  to 
underfunded  revenue  forgone.  The  information  you  supply  terms  the  remaining  $53 
million  shortfall  as  an  "essentially  break-even  achievement."  Can  we  expect  losses  of 
$53  million  each  year,  and  consider  them  break-even? 

ANSWER:  Achievement  of  a  loss  (or  an  income)  of  $53  million  on  a  revenue  base  of  neariy  $50 
billion,  comes  within  one-tenth  of  one  percent  of  break-even.  We  will  continue  to  strive  for 
additional  efficiencies  and  look  fonward  to  a  return  to  a  positive  net  income  in  the  future. 
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1 .  What  exactly  is  the  rationale  for  spending  millions  on  a  new  logo  after  you  were 
forced  to  cut  personnel,  cut  costs  and  the  service  is  still  in  the  red? 

ANSWER:  As  we  embarlced  on  streamlining  and  restmcturing  the  Postal  Service  in  1992.  we 
knew  we  needed  to  focus  on  improving  service  and  customer  satisfaction  as  well  as  increasing 
revenue.  From  a  business  perspective,  and  as  we  planned  for  the  year  2000,  we  know  we 
needed  to  spnjce  up  our  image  so  that  it  reflected  the  changes  v^  were  making  and  the  changes 
we  were  planning  to  make.  The  logo  change  supported  our  tKJSiness  plan  and  revenue 
generation  and  continues  to  endorse  our  commitment  to  customers  and  employees. 

2.  What  would  you  say  to  a  postal  employee  who  was  downsized  out  of  a  job  at  the 
service  if  they  asked  you  to  justify  the  logo? 

ANSWER:  No  postal  employees  were  laid  off  as  a  result  of  restmctunng.  Postal  employees 
supported  this  change  because  it  supported  the  future  vitality  of  the  Postal  Sen/ice.  The  logo 
change  was  a  business  decision  to  ensure  we  continue  to  strengthen  our  competitive  edge 

3.  Would  you  agree  that  improving  the  service's  image  could  be  more  effectively  attained 
by  improving  customer  service  and  treating  employees  better? 

ANSWER:  Combined  with  the  logo  change  and  many  other  positive  changes  are  the  Purpose. 
Vision,  and  Guiding  Principles  of  the  Postal  Service    These  statements  embody  our 
commitment  to  customers  and  employees.  And,  the  Customer  Satisfaction  Index  and  Employee 
Opinion  Survey  results  show  that  our  commitments  are  being  met.  Improving  customer  service 
and  employee  commitment  are  primary  goals  of  the  Postal  Service. 

4.  How  do  I  explain  to  my  constituents  who  will  be  seeing  the  price  of  stamps  go  up  next 
year  and  did  not  receive  their  mail  for  days  at  a  time  last  January,  while  at  the  same  the 
Postal  Service  is  spending  their  stamp  money  on  a  new  logo  design? 

ANSWER:  The  Postal  Service  is  implementing  the  logo  change  over  a  seven  year  period.  The 
cost  of  implementation  will  be  about  $7  million.  We  chose  a  long  term  implementation  plan  that 
is  fiscally  responsible.  The  rate  request  is  designed  to  produce  new  annual  revenues  of  $4.7 
billion  or  about  $28  billion  during  the  remainder  of  the  logo  implementation  phase. 

5.  Could  you  elaborate  on  the  implemeatation  process? 

ANSWER:  The  implementation  process  is  on  target  and  will  continue  to  unfold  on  a  "replace  as 
deplete"  basis-as  originally  planned    This  means  that  when  a  form  needs  to  be  "updated"  with 
new  information,  the  new  logo  will  be  applied.  This  means  v^en  new  items  are  purchased  during 
the  normal  course  of  business  or  when  new  buildings  are  built  and  new  signs  are  installed,  the 
new  logo  will  be  applied. 

6.  Is  $10  million  still  the  cost  of  implementation?  I've  heard  it  is  much  higher. 

ANSWER:  The  cost  of  implementation  will  be  about  $7  million.  We  chose  a  long  term 
implementation  plan  that  is  fiscally  responsible.  The  new  logo  will  be  in  place  fully  by  the  year 
2000,  as  originally  planned. 
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7.  Are  you  only  implementing  the  logo  on  new  equipment  as  it  wears  out,  or  are  you 
implementing  it  immediately  in  some  test  areas? 

ANSWER:  We  are  implementing  the  new  logo  on  new  equipment  purchases.  When  equipment 
is  refurt)ished  on  normal  maintenance  cycles,  the  new  logo  will  be  applied.  In  some  cases,  when 
decals  on  existing  equipment  must  be  replaced  due  to  normal  'Vvear  and  tear,"  we  will  replace 
the  old  with  the  new. 

a)  What  are  those  test  areas,  and  how  were  they  chosen?  Is  Chicago  one  of  them? 

ANSWER:  There  are  no  "test  areas"  for  the  new  logo.  We  decided  to  accelerate  the 
implementation  process  in  our  top  20  major  revenue  producing  markets.  For  example, 
implementation  vy^ll  take  two  to  three  years  in  cities  like  Atlanta  or  Chicago,  instead  of  the  seven 
year  period.  This  acceleration  was  built  into  the  $7  million  cost. 

8.  How  v)«s  it  decided  to  go  to  Young  and  Rubicam,  which  charged  $100,000  for  the  new 
logo?  Were  employees  consulted  in  that  decision? 

ANSWER:  Young  and  Rubicam  is  our  advertising  agency.  They  have  an  experienced,  weW- 
qualified  corporate  identity  business  group  that  handled  the  design  vvork.  Employees  and 
customers  were  consulted  in  the  design  process 


CONTRACTING-OUT 

1 .  How  do  you  justify  the  downsizing  that  took  place  at  the  service  in  light  of  the 
contracting-out? 

ANSWER:  The  focus  of  the  restructuring  and  downsizing  was  to  reduce  overtiead  and  layers  of 
management,  thereby  streamlining  the  organization,  eliminating  unnecessary  work,  and 
empowering  employees  throughout  the  Postal  Service.  There  is  little  contracting  out  which  is 
directly  related  to  the  restmcturing. 

As  it  is  with  all  companies,  it  is  sometimes  more  effective  and  efficient  to  contract  for  certain 
services.  This  may  be  because  of  the  length  of  time  the  services  will  be  required,  the  expertise 
required,  the  link  between  the  service  and  other  services  or  materials  already  provided  by  the 
contractor,  or  a  number  of  other  factors.  The  Postal  Service  has,  for  many  years  before 
restmcturing,  made  business  decisions  to  contract  for  a  wide  variety  of  services  in  a  variety  of 
circumstances. 

2.  Have  you  considered  reducing  contracting-out  and  using  the  funds  to  upgrade 
equipment  and  conditions  in  service  facilities? 

ANSWER:  Reducing  contracting  out  for  services  generally  would  not  free  funds  for  upgrading 
equipment  or  facilities.  The  funds  saved  by  not  contracting  out  v«uld  be  redirected  to  pay  for 
Postal  Service  v\«rkhours  needed  to  accomplish  the  services  previously  performed  by 
contractors. 
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3.  In  December,  a  crate  with  40,000  pieces  of  year-old  mail,  including  invitations  to  the 
Clinton  inauguration,  was  discovered  in  an  airport  in  Arkansas.  At  that  time,  the 
service  said  it  was  investigating  a  contractor,  Express  One,  which  ran  a  mail  hub  for 
the  Postal  Service  at  the  airport,  for  possible  "nonperformance." 

a)  Has  the  Postal  Service  completed  its  investigation? 

ANSWER:  Yes,  the  investigation  was  completed.  The  results  of  the  investigation  were 
inconclusive.  We  could  not  positively  detennine  vA\o  was  at  fault  for  this  regrettable  incident. 

4.  With  regard  to  performance-based  incentives  that  you  have  introduced  among 
executive-level  employees  -  you  said  that  you  virill  not  give  these  awards  unless  the 
Postal  Service  meets  its  financial  targets. 

a)  Have  you  considered  reducing  contracting-out  or  postponing  the  logo  until  you 
reach  your  financial  targets? 

ANSWER:  Both  of  the  cited  actions  -  roll  out  of  a  new  logo  and  use  of  contractors  -  are  intended 
to  improve  financial  performance.  The  new  logo  is  a  message  to  our  customers  that  we  have 
changed  -  for  the  better;  it  is  an  invitation  to  try  our  services.  Our  use  of  contractors  is  based  on 
cost  considerations  and  special  circumstances.  In  the  long  run  their  use  v\^ll  help  control 
expenses  and  keep  USPS  services  competitive. 


EMPLOYEE  SURVEY 

1 .  In  the  survey,  57  percent  of  employees  say  that  stress  in  their  job  is  a  problem.  What 
are  you  doing  to  address  stress  level? 

ANSWER: 

a)  Have  you  determined  what  the  causes  of  the  high  level  of  stress  are? 

ANSWER:  In  their  recent,  highly  publicized  national  study,  the  Families  and  Work  Institute 
reported  that  58  percent  of  the  respondents  (workers  drawn  at  random  from  the  national 
population)  felt  bumed  out  or  stressed  by  their  job.  In  this  perspective.  Postal  employees  are 
very  typical  of  all  workers. 

b)  Would  you  agree  that  the  long  working  hours  and  unsafe  working  conditions 
contribute  to  the  stress  levels? 

ANSWER:  The  Postal  Service  is  working  locally  with  employees  to  identify  specific  causes  of 
stress.  Stress  management  seminars  are  offered  w*iere  appropriate.  Levels  of  overtime  have 
been  reduced.  If  unsafe  v\«rking  conditions  are  identified,  they  are  coaected. 
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2.  According  to  the  survey,  the  percentage  of  front-line  managers  who  say  they  have  the 
authority  to  carry  out  their  jobs  is  10  percent  belov\/  the  national  average  for  service 
organizations.  What  steps  are  you  going  to  tal<e  to  ensure  that  front-line  managers 
have  the  authority  they  need  to  carry  out  their  jobs? 

ANSWER:  A  significant  thaist  of  our  1992  management  restructuring  was  to  empower  all  levels 
of  management  by  removing  layers.  While  the  results  on  authority  to  carry  out  one's  job  are 
not  where  we  would  like  them  to  be,  they  do  reflect  an  improvement  over  the  previous, 
pre-restmcturing  survey. 

In  addition  to  tasking  our  key  managers  in  the  field  with  discussing  EOS  results  with  employee 
focus  groups  to  better  understand  v\^at  we  can  do  to  improve,  we  are  concentrating  on  revising 
our  supervisory  and  management  training  to  give  them  better  tools  and  skills  to  can7  out  broader 
responsibilities. 

NORTHERN  VIRGINIA 

1.  I  have  a  number  of  issues  pertaining  to  a  facility  in  my  district  which  I  would  like  to 
call  to  your  attention,  and  I  would  like  you  to  comment  on  the  prevalence  of 
circumstances  like  these  across  the  nation: 

a)  Several  employees  at  the  Dulles  Facility  have  repeatedly  asked  for  meetings  with  the 
Plant  Manager  and  with  your  office  to  discuss  increasing  tensions  at  the  plant,  but 
have  been  ignored. 

1)  Has  your  office  responded  to  these  requests? 

2)  How  would  you  characterize  the  ability  of  employees  to  discuss  facility  tensions 
either  with  the  immediate  supervisors  or  with  the  national  headquarters? 

ANSWER:  Postal  field  managers  have  been  responsive  to  requests  for  meetings.  Dulles  may 
be  experiencing  the  problems  of  a  new  installation  staffed  by  employees  from  a  variety  of 
installations  with  different  ways  of  doing  things. 

We  have  appeals  procedures  in  place  which  allow  employees  to  have  work  issues  and  problems 
discussed  and  resolved  with  supervisors  and  local  management.  National  level  involvement 
does  not  take  place  unless  the  procedures  so  provide. 

A  joint  labor  management  task  force  at  the  national  level  has  intervention  procedures  to  address 
unusual  work  place  situations  it  those  situations  are  brought  to  its  attention  by  a  participating 
union  or  management  organization. 

b)  The  on-duty  nurse  position  at  the  Dulles  facility  has  recently  been  eliminated, 
meaning  there  is  not  medical  personnel  or  even  a  first-aid  kit  at  the  facility. 
Employees  who  are  injured  have  to  get  permission  from  their  superiors  to  go  to  the 
hospital,  which,  in  one  instance,  took  over  30  minutes. 
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1)  VWhat  is  the  service's  policy  regarding  the  necessity  of  trained  medical  personnel 
on  hand  in  case  of  accidents? 

ANSWER:  There  are  staffed  health  units  on  site  at  51  of  our  largest  24-hour  plants.  All  other 
facilities  are  provided  emergency  medical  service  through  local  hospitals  or  contract  medical 
services.  This  complies  with  OSHA  and  is  common  practice  among  businesses.  There  is  a  first 
aid  kit  at  the  Dulles  facility.  Employees  must  report  all  accidents  to  their  supervisor.  There 
should  be  no  reason  to  take  over  30  minutes  to  seek  medical  assistance.  Procedures  are 
outlined  in  Section  865.2  of  the  ELM  for  all  facilities  (copy  follows). 
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864.2  Examining  Physicians 


r 


865.2  Treatment 


864.21  USPS.  Postal  medical  officers  perform  the 
examination  at  a  USPS  medical  unit  within  reasonable 
commuting  distance  from  the  applicant's  home  or  at  the 
postal  installation  where  employment  is  sought. 

864.22  Other.  Use  of  a  private  physician  by  an  applicant 
will  be  at  no  expense  to  USPS.  All  preemployment 
medical  examinations  performed  by  private  physicians 
are  reviewed  by  a  conveniently  located  USPS  medical 
officer  or  a  contract  physician.  When  neither  are 
available,  a  USPS  nurse  may  review  the  examination 
report  for  completeness. 

864J3  OeterminaUon  of  Suiubility.  See  Handbook 
EL-3 11.324. 

864  J  Fitness  for  Duty  (See  Handbook  EL-3 11. 343.) 

864.31  A  filness-for-duty  examination  is  required  in 
determining  whether  an  employee  is  able  to  perform  the 
duties  of  the  position  because  of  medical  reasons,  i.e.. 
disability.  occupationaL'nonoccupational  injury,  or  ill- 
ness. 

864.32  Management  can  order  filness-for-duty  exami- 
nations at  any  lime  and  repeat,  as  necessary,  to  safeguard 
the  employee  or  coworker.  Specific  reasons  for  the 
Hiness-for-tluty  should  be  stated  by  the  referring  official. 

864J3  A  specific  lest  or  consultation  may  be  required 
in  the  judgment  of  the  examining  medical  officer.  The 
indications  will  be  documented  as  part  of  the  report. 

864.34  In  cases  of  occupational  injury  or  illness,  the 
Division/MSC  Injury  Compensation  Control  office  may 
request  an  examination  in  the  course  of  monitoring  an 
injury  compensation  case.  (See  547.3.) 

864.4  Return  to  Duty  After  Extended  Illness  or  Injury 


864.41  Employees  returning  to  duly  after  21  days  or 
more  of  absence  due  to  illness  or  serious  injury  require 
medical  certification.  Employees  must  submit  medical 
evidence  of  their  ability  to  return  to  work,  with  or 
without  limitations.  A  medical  officer  or  contract 
physician  evaluates  the  medical  report  and  makes  a 
medical  assessment  to  assist  management  in  employee 
placement  to  jobs  where  they  can  perform  effectively 
and  safely 

864.42  In  cases  of  occupational  illness  or  injury,  the 
employee  will  be  returned  to  work  upon  certification 
from  the  treating  physician,  and  the  medical  report  will 
be  reviewed  by  a  medical  officer  or  contract  physician  as 
soon  as  possible  thereafter. 

865  Emergencies 

(See  EL-806.  Health  and  Medical  Service.  Chapter  1.) 
865.1  Requirement 

All  medical  and  health  units  must  be  prepared  to  deal 
with  emergencies  and  to  provide  medical  assistance  as 
required. 


The  procedures  for  handling  medical  emergencies  on 
postal  premises  where  medical  health  units  are  located 
are  listed  below  in  priority  sequence.  For  those  facilities 
that  do  not  have  medical  health  units,  go  directly  from 
step  a.  to  step  d..  skipping  steps  b.  and  c. 

a.  Provide  necessary  first  aid  treatment. 

b.  Notify  the  medical/health  unit. 

c.  Evaluation  by  nurse/doctor  to  determine  severity 
of  injury/illness. 

d.  Notify  security. 

e.  Transport  to  hospital  by  most  appropriate  means 
if  required. 

/.  In  nonwork-related  cases,  the  employee's 
physician  is  consulted  after  control  of  the  emergency 
and  before  any  other  arrangements  are  nude.  If  the 
physician  is  not  available,  transport  employee  to  the 
nearest  hospital  or  hospital  of  choice. 

g.  Notification  of  next  of  kin  by  the  postmaster, 
personnel  officer,  or  senior  official  in  charge. 

865.3  Posting 

Instructions  to  be  followed  in  an  emergency  must  be 
posted  in  medical/health  units  and  on  bulletin  boards  at 
appropriate  places  throughout  the  facility. 

866  .  Rehabilitation  After  Work-Related 
Injury /Illness 

Through  coordination  with  the  injury  compensation 
program,  every  effort  will  be  made  to  return  the 
employee  with  a  work-related  injury/illness  to  some 
duty  by: 

a.  Assessing  the  physical  ability  of  an  employee  so 
that  the  employee  can  return  to  the  workfbrce  as  a 
productive  individual  and  recommending  assignments 
in  which  the  pace  and  physical  requirements  minimize 
risk  of  re-injury. 

b.  Consulting  with  the  treating  physician  to 
effectively  monitor,  al  regular  intervals,  the  capabilities 
of  employees  with  work-related  injury  or  illness.  Also 
consulting  when  necessary  with  the  appropriate  special- 
ists to  resolve  differences  of  opinion  between  the 
treating  physician  and  the  posul  medical  officer. 

867  General  Procedures. 
867.1  Agreements 

867.11  Special.  The  National  Medical  Director  is 
responsible  for  the  medical  specifications  of  contracts 
requiring  periodic  physical  examinations  for  a  special 
category  of  employees  (e.g..  PCES)  as  required  by 
management. 

867.12  Medical  Surveys.  Exposure  to  toxic  substances  is 
identified  and  quantified  by  the  Field  Division- Manager. 
Safety  and  Health  Services,  or  safety  officer.  The  Field 
Division  Medical  Officer  negotiates  the  surveillance. 
Such  surveys  must  be  coordinated  with  the  Service 
Center  Medical  Director.  The  Field  Division  Director. 
Human  Resources,  implements  appropriate  action  and 
notifies  the  Regional  Director.  Human  Resources 
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c)  There  have  been  nine  separate  altercations  between  postal  employees  at  the 
^cility  in  the  last  six  months,  increasing  tensions  and  making  other  employees 
fearful  for  their  safety. 

1)  At  what  point  does  the  national  headquarters  intervene  at  a  plant  that  is 
experiencing  severe  tensions,  and  has  Dulles  reached  that  point  yet? 

ANSWER:  The  Dulles,  Virginia,  Mall  Processing  Plant  has  a  state-of-the  art  access  control 
system  that  provides  security  for  postal  employees  assigned  to  that  facility. 

A  review  of  the  Assault  Task  Force  activity  reports  from  November  4,  1993,  through 
March  7,  1994,  disclosed  that  the  facility  is  not  experiencing  major  violence  in  the  vwrkplace 
problems.  During  that  time  period,  there  were  four  physical  assaults  (none  of  the  assaults 
involved  serious  injuries);  tour  no-threat"  -  type  complaints;  and  three  threat  complaints  (this 
included  an  anonymous  letter  to  a  supervisor,  an  employee  throwing  a  snow  ball  and  threatening 
another  employee  with  a  flashlight,  and  an  employee  making  a  gesture  toward  another 
employee). 

The  Inspection  Service  has  met  vMth  the  manager  of  the  Dulles  plant  to  discuss  security  of  the 
facility.  The  Inspection  Service  is  reviewing  the  feasibility  of  providing  patnDls  at  the  facility  by 
postal  police  officers  and  off-duty  Loudoun  County  Sheriffs  Department  personnel. 

d)  Tensions  at  the  plant  are  so  high  that  the  Plant  Manager  has  installed  a  security 
gate  to  protect  management  from  employees  and  visitors,  although  employees  on 
the  plant  floor  are  not  protected  from  trespassers. 

1)  What  is  your  position  on  management  feeling  they  have  to  sequester 
themselves  from  the  employees  of  a  facility? 

ANSWER:  A  review  of  the  installation's  security  system  will  make  evident  that  there  is  no 
security  gate  to  protect  management  from  employees  and  visitors    During  the  planning  of  this 
facility  it  was  known  that  Postal  Police  Officers  would  not  be  assigned  for  security.  On  that 
basis,  the  security  system  was  added  to  protect  the  entire  facility  from  unauthorized  access. 

That  part  of  the  access  control  system  relating  to  access  to  the  administrative  areas  is 
deactivated  daily  between  9  a.m.  and  4  p.m  to  allow  employees  access  to  those  areas  of  the 
second  floor  \Mth  which  they  must  conduct  business    Any  employee  ^o  has  access  to  the 
facility  vvrould  have  access  to  the  administrative  areas  during  those  hours. 

During  other  hours,  the  system  is  activated.  A  procedure  is  in  place  so  that  those  employees 
requiring  access  to  the  training  rooms  on  the  second  floor  may  procure  an  access  card  from  the 
Manager,  Distribution  Operations  office. 


NEWSPAPERS 

1.  Why  has  the  service  requested  a  34  percent  increase  in  the  second-class  in-county 
postal  rate? 

ANSWER:  On  May  19,  the  Postal  Service  announced  a  change  to  its  rate  request  which 
eliminates  the  34  percent  increase  for  second-dass  in-county  rate. 

2.  Why  didn't  postal  managers  recognize  the  dramatically  escalating  costs  of  handling 
second-class  in-county  mail  and  take  effective  steps  to  handle  it  more  efficiently? 

ANSWER:  See  above  ansvy«r 
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3.  Newspapers  claim  they  are  preparing  their  mailings  to  make  it  easier  for  you  to 
process  and  distribute  them.  Why  are  you  not  seeing  any  savings  from  handling  this 
better  prepared  mail? 

ANSWER:  A  reevaluation  of  the  data  disclosed  an  error  and  that  error  has  now  been  corrected 
through  a  revision  to  the  rate  case  which  will  allow  second-class  in-county  rates  to  remain  at 
current  levels. 

4.  Newspaper  circulation  has  increased  over  the  past  four  years.  Assuming  your  figures 
that  in-county  volumes  have  dropped  27  percent,  how  do  account  for  such  a 
significant  loss  of  market  share  by  the  Postal  Service? 

ANSWER:  It  is  not  clear  that  newspaper  circulation  has  increased  over  the  last  four  years. 
According  to  industry  data,  morning  and  evening  newspaper  circulation  may  have  even  declined 
by  three  or  four  percent  and  Sunday  newspaper  circulation  may  have  increased  by  a  percent  or 
two  with  the  net  result  being  a  one  to  two  percent  decline  in  circulation  since  1988  (1993  data  not 
yet  available).  Overall,  in-county  volume  has  been  declining  since  1970.  Using  data  from  the 
1993  Statistical  Abstract  of  the  United  States  and  the  report,  "Facts  about  Newspapers" 
published  by  one  of  the  newspaper  associations  in  1993,  it  is  estimated  that  newspaper 
circulation  per  adult  declined  by  more  than  8  percent  from  1990  to  1992,  and  a  total  of  10 
percent  from  1988  to  1992.  The  Postal  Service  only  delivers  about  7  percent  of  total 
newspapers  compared  to  78  percent  of  all  magazines. 

There  are  several  reasons  for  the  recent  decline  of  Postal  Service  in-county  volumes  since  1989 
(-20  percent  from  1988  to  1992): 

1)  Rate  increases  for  in-county  postage  cause  some  decline  in  in-county  volume. 

2)  Demographic  trends  have  negatively  impacted  newspaper  circulation,  such  as  declining 
readership  among  younger  adults. 

3)  The  Postal  Service  delivers  more  daily  newspapers  than  Sunday  newspapers.  Morning  and 
evening  daily  newspaper  circulation  has  been  declining  relative  to  Sunday  circulation. 

4)  Concentration  within  the  newspaper  industry  has  caused  a  shift  from  daily  newspapers  to 
weekly  newspapers  which  reduces  total  volume  delivered. 

5)  Larger  newspapers  have  been  aggressive  in  their  use  of  private  delivery  sen/ices  and  the  use 
of  electronic  interactive  services  for  subscribers  of  internet.  Online  America,  etc. 

6)  In  the  last  four  years,  smaller  local  newspapers  have  intensified  their  use  of  private  delivery. 
Many  newspapers  also  prefer  private  delivery  to  deliver  their  advertising  inserts  to  non- 
subscriber  households.  It  is  more  economical  if  they  also  deliver  the  newspapers  to  subscriber 
households. 
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Response  to  Wrtiten  Questions  Submitted  by  Hon.  John  T.  Myers  to  Marvin 

T.  RUNYON 

1.  Historically,  Chicago  has  been  plagued  with  delayed  and  undelivered  mail.  In  fact, 
Chicago's  Postal  problems  help  spur  the  enactment  of  postal  reorganization 
legislation  some  three  decades  ago.  Why  is  the  delivery  of  mail  in  Chicago  such  a 
difficult  problem? 

ANSWER:  Investigations  of  the  Chicago  Post  Office  show  that  basic  managerial  procedures 
have  not  been  followed  over  a  period  of  time.  When  this  happens,  all  services  suffer,  including 
delivery.  The  symptoms  that  signal  a  troubled  office  are  more  easily  noticed  in  a  medium  or 
small  office.  Offices  like  Chicago  process  millions  of  pieces  of  mail  per  day  and  the  number  of 
employees  alone  is  equal  to  the  size  of  some  of  our  cities.  In  addition,  the  customer  community 
is  not  as  quick  to  respond  to  deficiencies  in  numbers  above  the  norm  to  allow  for  quick 
identification  of  problems. 

2.  Earlier  this  month,  some  postal  and  mail  industry  officials  agreed  that  the  rapid  pace 
of  technology,  coupled  with  an  erosion  of  business  mail,  threatens  to  undermine  the 
viability  of  the  U.S.  Postal  Service.  In  fact,  some  experts  said  the  Postal  Service 
ultimately  will  lose  the  race  with  technology.  How  do  you  assess  the  technological 
competition?  Do  you  see  the  need  for  a  nationwide  hardcopy  mail  system  well  into  the 
future? 

ANSWER:  We  see  the  need  to  provide  a  hard  copy  mail  service  well  into  the  future.  Indeed, 
\Mien  the  most  optimistic  proponents  of  electronic  and  technology  services  project  adoption  of 
new  technology  they  still  talk  in  terms  of  an  "installed  computer  base"  of  only  35  million  homes. 
Not  all  of  these  homes  have  modems,  fewer  still  subscribe  to  network  services.  Indeed  the  race 
that  paper  communications  will  have  with  technology  will  stretch  out  over  the  next  decade.  What 
is  more,  even  \Mien  cable  systems  and  telephone  companies  and  networic  providers  are  able  to 
offer  national  service,  many  citizens  vmII  prefer  to  receive  paper  communications. 

We  do  not  see  this  new  technology  as  a  "race"  but  rather  as  a  challenge  to  find  new  ways  to 
provide  services  to  our  customers.  If  we  provide  universal  service  and  if  it  is  needed  for  more 
than  a  decade  to  come,  vUio  vmII  provide  the  connection  point  between  paper  and  the  new 
electronic  technologies.  We  think  that  in  carrying  out  our  mandate  that  we  may  have  important 
new  opportunities  to  provide  new  services  to  our  customers.  We  look  forward  to  working  with  the 
Congress  to  define  such  services  and  opportunities. 

3.  It  has  been  said  the  Postal  Service  is  riddled  with  inefficiencies-constraints  that 
dictate  employment  policies,  the  compensation  and  benefits  provided  workers,  and  the 
design  and  pricing  of  its  services.  Is  that  fair  criticism? 

ANSWER:  The  Postal  Service  does  not  believe  that  it  is  fair  to  say  that  it  is  "riddled  with 
inefficiencies."  In  creating  the  Postal  Service,  Congress  balanced  the  concepts  of  providing  an 
essential  government  service-universal  mail  delivery  at  a  uniform,  reasonable  price-and 
establishing  a  business-like  organization  pattemed  after  those  in  the  private  sector.  The 
resulting  stmcture  is  neither  a  "business"  nor  a  "government  agency,"  but  an  "independent 
establishment"  that  has  many  characteristics  of  both. 

As  an  example,  although  it  is  not  subject  to  all  of  the  personnel  rules  applicable  to  federal 
agencies,  the  Postal  Service  must  comply  with  the  statutory  prohibitions  against  discrimination 
and  art)itrary  acts  against  employees,  including  applicable  due  process  provisions.  At  the  same 
time.  follovMng  procedures  that  resemble  those  in  the  private  sector  in  many  important  respects. 
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the  Postal  Service  establishes  wages,  benefits,  and  working  conditions  for  its  bargaining  unit 
employees  through  the  collective  bargaining  process.  In  accordance  with  statutory  requirements, 
wages  and  benefits  for  nonbargaining  employees  are  established  after  consultation  with  the 
management  associations. 

With  regard  to  the  design  and  pricing  of  its  services,  the  Postal  Service  has  much  more 
businesslike  flexibility  than  its  predecessor,  the  Post  Office  Department,  which  was  generally 
restricted  to  the  classes  of  mail  and  rates  of  postage  established  by  statute.  It  must  be  noted, 
however,  that  the  cun-ent  administrative  ratemaking  and  mail  classification  process  imposes  its 
own  constraints  on  the  Postal  Service.  The  administrative  hearing  process  before  the  Postal 
Rate  Commission  is  frequently  long  and  demanding,  and  may  result  in  a  recommended  decision 
that  makes  substantial  changes  in  the  Postal  Service's  proposals.  The  private-sector 
competitors  of  the  Postal  Service  are  not  subject  to  comparable  limitations. 

4.  What  percentage  of  unproductive  time  accounts  for  mail  processing  labor  costs? 

ANSWER:  "Unproductive"  time  is  a  misnomer  that  has  been  incon^ectly  applied  to  the  very 
necessary  time  required  for  employee  breaks,  clocking  in  and  out,  and  moving  empty  equipment. 
Employees  need  time  to  w«sh  up,  empty  mail  containers  need  to  be  staged  for  future  use,  and 
employee  attendance  must  be  recorded.  While  these  activities  comprise  19%  of  a  clerk  and 
mailhandler's  day,  they  are  essential  to  any  labor  intensive,  industrial  enterprise  such  as  the 
Postal  Service. 

5.  In  restructuring  the  Postal  Service,  your  goal  was  to  cut  30,000  workers  who  never 
touched  the  mail.  Instead,  about  one-half  of  the  47,000  employees  who  took  advantage 
of  the  buyout  were  letter  carriers  and  clerks.  Has  that  caused  major  problems  in 
achieving  postal  economies  and  efficiencies? 

ANSWER:  The  loss  of  postal  operations  experience  due  to  the  departure  of  these  hands-on 
workers  has  taken  longer  to  replace  than  expected.  The  principal  effect  of  this  has  been  an 
extension  of  high  overtime  usage  into  the  cun^ent  fiscal  year.  However,  recent  data  indicate  that 
overtime  use  is  moderating  throughout  the  system,  and  we  expect  a  return  to  plan  level  in  the 
near  future. 

6.  Construction  of  a  mail  processing  and  distribution  facility  in  Terre  Haute,  Indiana,  is 
long  overdue.  I  have  been  informed  that  the  building  is  slated  for  construction  in 
Fiscal  Year  1996,  is  this  still  accurate  and  when  vtnll  the  actual  ground  breaking  occur? 

ANSWER:  The  replacement  of  the  Ten^e  Haute  Processing  &  Distribution  Center  was  included 
in  our  five  year  Capital  Investment  Program  with  funding  scheduled  for  FY  96.  This  project  is 
expected  to  cost  in  excess  of  $10  million  and  requires  final  approval  by  the  Postal  Service  Board 
of  Governors.  Until  the  project  is  scheduled  for  review  and  approval  by  the  Board  of  Govennors, 
a  precise  constmction  schedule  cannot  be  established    If  approval  is  granted  in  Fiscal  Year 
1996,  groundbreaking  could  take  place  in  the  fall  of  1996. 

7.  Are  you  getting  a  handle  on  your  operating  costs,  and  what  is  the  latest  estimate  on 
how  large  your  deficit  will  be  for  Fiscal  Year  1994? 

ANSWER:  Our  operating  cost  overruns  have  been  driven  by  personnel  compensation  expenses 
which  have  exceeded  plan  by  3.6  percent  through  the  first  two  quarters  of  Fiscal  Year  1994.  As 
mentioned  above,  overtime  use  and  extended  learning  curves  have  contributed  to  recent 
expense  overruns.  With  these  factors  moderating,  we  believe  we  will  have  these  costs  under 
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control.  Overtime  in  excess  of  plan  will  negatively  impact  FY  1994  financial  results.  Based  on 
current  estimates  of  operating  performance  for  the  remainder  of  the  year,  the  Postal  Service's 
net  loss  could  exceed  $1.9  billion. 

8.  Has  the  Postal  Service  hired,  trained,  and  placed  employees  to  fill  the  unanticipated 
number  of  craft  employees  who  left  the  Service  during  restructuring? 

ANSWER:  The  large  number  of  retirements  during  a  limited  time  frame  in  1992  created  a 
special  challenge  to  the  Postal  Service  to  move  people  to  jobs  which  needed  to  be  filled  and  to 
hire  to  fill  some  of  the  vacant  craft  positions.  We  believe  that  the  imbalances  which  related  to 
both  the  retirements  and  the  restructuring  have  been  resolved,  and  we  are  operating  vAVn  the 
appropriate  number  and  mix  of  categories  of  employees  needed  to  serve  the  public.  There  will 
always  be  some  fluctuation  in  the  size  of  the  \M3rtcforce  due  to  such  factors  as  attrition,  volume, 
and  efficiencies  brought  about  by  the  introduction  of  new  equipment,  but  few  of  v\*iich  vAH  be  as 
great  and  in  such  a  short  time  frame  as  the  retirements  in  1992. 
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I  recently  had  the  opportunity  to  review  the  US  Postal  Service's  Publication  150, 
dated  March  1992,  and  titled  Automation  and  retail  Equipment  This  publication 
set  out  the  Service's  planned  automation  process  to  insure  that  it  would  have 
almost  complete  barcoding  of  the  mail-stream  by  1995.  However,  at  the  oversight 
hearing  before  the  Committee  on  Post  Office  and  Civil  Service  on  April  9,  1994, 
you  stated  that  this  level  of  barcoding  is  not  expected  until  1997. 

Therefore,  I  would  like  for  you  to  help  me,  using  this  document,  to  determine 
where  the  Service  is  today  with  its  deployment  of  automated  equipment  compared 
specifically  with  this  publication  and  its  original  plans. 

Dual  Pass  Rough  Cull  System  (DPRCS)  -  "90  systems  to  be  deployed  beginning  in 
the  Spring  of  1992" 

ANSWER:  The  deployment  of  142  DPRCS  systems  was  completed  in  the  summer  of 

1993.  An  additional  100  units  are  projected  to  be  deployed  beginning  in  the  summer 
of  1995. 

Advanced  Facer  Canceler  System  (AFCS)  -  "622  units  to  be  deployed  by  Spring 

1994.  The  ISS  modification  is  expected  to  begin  to  be  deployed  in  October  1993 
and  conclude  in  Fall  1995." 

ANSWER:  Deployment  of  622  AFCS  units  was  completed  In  the  summer  of  1993,  with 
an  additional  249  AFCSs  completed  in  the  spring  of  1994.  A  further  additional 
deployment  of  42  AFCSs  is  projected  to  start  by  the  end  of  1994.  The  ISS  modification 
to  the  AFCS  is  expected  to  begin  starting  in  1995. 

Multiline  Optical  Character  Reader  (MLOCR)  -  "406  deployed.  An  additional  425 
to  be  deployed  by  ttie  Fall  of  1992.  Installation  of  the  ISS  modification  began  in 
November  1991  and  will  end  in  April  1995." 

ANSWER:  We  have  deployed  412  MLOCR  A  machines.  An  addrtional  425  MLOCR  B 
machines  were  deployed  by  the  fall  of  1992.  We  are  presently  anticipating  deploying 
38  more  MLOCRs  by  the  end  of  1995.  Installation  of  the  ISS  modification  began  In 
November  1991.  Deployment  of  180  units  to  47  production  sites  was  completed  In 
February  1994.  The  cun-ent  schedule  anticipates  resumption  In  the  fall  of  1995  and 
completion  in  1997. 

Remote  Bar  Coding  System  (RBCS)  -  "Two  Pilot  site  systems  have  already  been 
installed.  Production  deployment  began  in  November  1991,  will  continue  until 
November  1995." 

ANSWER:  The  two  pilot  systems  have  been  In  operation  since  1991.  The  production 
system  has  been  installed  in  25  Phase  I  sites.  The  pilot  sites  and  Phase  I  sites  are 
supported  by  contract  remote  encoding  site  (RES)  management  and  data  entry 
personnel.  The  deployment  was  interrupted  after  Phase  I  until  the  settlement  of  a  suit 
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by  the  American  Postal  Workers  Union.   In  the  settlement,  the  Postal  Sen/ice  agreed  to 
use  postal  workers  for  the  management,  data  entry,  and  maintenance  of  the  remote 
encoding  centers  (REC)  for  all  new  sites  and  to  convert  the  first  27  to  postal  operation 
by  the  end  of  1996.  Twenty-two  additional  sites  have  been  authorized  and  currently 
are  being  deployed.  Full  deployment  to  269  sites  will  be  complete  by  the  end  of  1997. 

Mail  Processing  Bar  Code  Sorter  (MPBCS)  -  "The  Output  Sub-System 
modifications  vynll  be  installed  between  April  1992  and  August  1995." 

ANSWER:  The  output  subsystem  (OSS)  modifications  began  in  production  RBCS  sites 
in  November  1991,  and  were  completed  in  the  25  Phase  I  sites  and  the  first  22  sites  of 
Phase  II  (186  units)  by  February  1994.  Please  refer  to  the  RBCS  item  for  a  discussion 
of  the  overall  RBCS  schedule.  The  OSS  modifications  for  the  remainder  of  the  269 
total  sites  will  occur  between  the  fall  of  1994  and  the  end  of  1997. 

Delivery  Bar  Code  Sorter  (DBCS)  -  "1,228  units  will  be  deployed  by  the  spring  of 
1993.  Up  to  an  additional  5,600  units  are  expected  to  be  deployed  by  1995." 

ANSWER:  There  were  1,328  DBCS  units  deployed  by  early  1993.  An  additional  1.044 
units  are  currently  being  deployed  and  will  be  completed  by  late  1994.   Future 
requirements  for  bar  code  sorting  equipment  may  be  fulfilled  through  the  purchase  and 
deployment  of  canler  sequence  bar  code  sorters. 

Flat  Mail  Bar  Code  Reader  (FMBCR)  -  "Deployment  of  the  FMBCR  modification  will 
begin  in  early  1992  and  will  be  complete  at  the  end  of  1993." 

ANSWER:   Deployment  of  812  FMBCRs  began  in  March  1992  and  was  completed  by 
December  1993. 

Small  Parcel  and  Bundle  Sorter  (SPBS)  -  "Deployment  of  one  hundred  machines 
was  completed  in  early  1990.  An  additional  55  will  be  procured  and  deployed  in 
1993-1994  timefirame." 

ANSWER:  Deployment  of  55  SPBS  machines  began  in  February  1993  and  was 
completed  in  April  1994. 

Package  Bar  Code  Sorting  System  (PBCS)  -  "Deployment  will  begin  in  the 
summer  of  1992." 

ANSWER:  Since  August  1992,  20  PBCSs  have  been  deployed.  Deployment  ended 
in  October  1993.  Deployment  to  one  site  was  delayed  to  allow  time  to  complete  an 
upgrade  to  its  central  process  control  computer  system.  Planned  completion  is 
July  1994. 
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Carrier  Sequence  Bar  Code  Sorter  (CSBCS)  -  "Deployment  will  begin  in  mid-1993 
and  be  completed  in  late  1995.  It  is  projected  that  over  4,300  CSBCSs  will  be 
deployed  during  this  time  period. 

ANSWER:  Deployment  of  3,144  CSBCSs  will  begin  in  late  1994  and  be  completed  in 
early  1996.  The  quantity  of  machines  was  reduced  to  match  the  bar  code  build  up  in 
our  mail  stream  and  available  space  to  install  the  machines. 

Automated  Flats  Sorting  Machine  (AFSM)  -  "Deployment  of  the  AFSM  will  start  in 
Postal  Fiscal  Year  1993.  Total  number  of  units  to  be  deployed  is  unknown  at  this 


ANSWER:  High  investment  cost  made  lower  cost  alternatives  (high  speed  flats  feeder) 
more  viable.  The  program  was  canceled. 

High  Speed  Flats  Feeder  (HSFF)  -  "The  projected  deployment  of  these  HSFFs  is 
scheduled  to  begin  late  1994." 

1.  In  each  of  the  above  instances  would  you  please  provide  me  with  the  number 
of  units  deployed,  the  date  of  full  deployment  or  when  it  is  expected  and  the 
reason  for  any  delay  from  the  schedule  as  discussed  in  this  document? 

ANSWER:  The  high  speed  flats  feeder  program  is  on  hold.  We  are  waiting  for  major 
mailers  to  bar  code  a  larger  percentage  of  the  flat  mail  to  make  the  return  on 
investment  more  attractive. 

2.  Additionally,  would  you  address  the  status  and  future  plans  for  the  following 
equipment:  the  Integrated  Mail  handling  System  (IMHS);  the  Multi-Position  Flats 
Sorting  Machine  (MPFSM)  Models  775  and  881;  the  Single  Line  Optical 
Character  Reader  (SLOCR);  the  Wide  Area  Bar  Code  Reader  (WABCR)  and  the 
Multi-Postion  Letter  Sorting  Machine  (MPLSM)? 

ANSWER:   IMHS  -  This  is  a  five  year  program.  Deployment  has  begun  and  should  be 
complete  by  1998. 

MPFSM  (Models  775  and  881)  -  All  MPFSMs  have  been  upgraded  to  the  newer  Model 
881  configuration.  In  addition,  bar  code  readers  have  been  added  to  sort  mail  bar 
coded  by  our  customers. 

SLOCR  -  In  the  next  three  to  five  years,  these  machines  will  be  phased  out  of  our 
operations. 

WABCR  -  Wide  area  bar  code  readers  have  been  purchased  and  installed  on  all  bar 
code  sorters  currently  in  operation.  This  device  will  be  standard  equipment  for  all  future 
bar  code  sorters. 

MPLSM  -  These  machines  are  being  phased  out.  By  the  time  automation  is  installed, 
only  about  one-third  (300)  of  these  machines  will  remain  In  operation. 
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Response  to  Written  Questions  Submitted  by  Hon.  Benjamin  A.  Oilman  to 
Marvin  T.  Runyon 

1.  General  Runyon,  I  have  been  hearing  disturbing  reports  from  postal  employees 
in  my  Congressional  District  that,  as  a  result  of  your  existing  deficit  and  lack  of 
available  funds,  they  are  being  directed  to  not  use  over-time  with  the 
consequence  being  they  are  forced  to  delay  processing  and  delivery  of  First- 
Class  Mail.  Similarly,  I  have  heard  of  much  needed  facility  repairs  and 
construction  not  being  addressed  for  the  same  reasons.  In  light  of  these  things 
are  you  confident  that  the  recent  10.3  percent  increase  in  rates  you  have 
requested  will  be  sufficient  to  address  these  issues  completely  in  the  coming 
months? 

ANSWER:  We  have  not  issued  any  announcements  directing  facilities  not  to  use 
overtime.  We  have  asked  that  overtime  use  be  carefully  reviewed  and  reduced 
whenever  possible.  Overtime  use  during  Accounting  Period  8,  April  2-29,  1994,  in  the 
Westchester  Performance  Cluster  was  7.9  percent.  During  that  same  period  average 
overtime  use  at  the  national  level  was  8.3  percent.  During  the  past  year  we  have 
increased  the  employee  complement  in  the  Westchester  Performance  Cluster  by  214, 
or  3.0  percent.  This  action  should  reduce  the  need  to  use  overtime. 

We  are  not  aware  of  any  much  needed  facility  repairs  or  construction  not  being 
addressed.  When  the  FY  1994  to  1998  Capital  Investment  Plan  was  reduced  from  $13 
billion  to  $9.1  billion,  we  were  careful  to  ensure  that  sufficient  funding  was  available  for 
building  improvement  necessary  to  maintain  our  infrastructure.  We  believed  that,  at  a 
time  when  reductions  would  be  made  in  the  total  amount  of  funding  available  for  new 
construction,  it  was  important  that  critical  repairs  and  alterations  continue  as  planned. 
The  $1 .4  billion  allocated  for  building  improvements  in  this  five-year  plan  is  slightly 
more  than  was  allocated  for  building  improvements  in  the  $1.3  billion  FY  1992-1999 
plan. 

In  addition,  as  part  of  our  mid-year  review  of  the  FY  1994  capita!  budget,  we  approved 
all  requests  for  building  improvements  needed  to  address  safety  or  working  conditions 
issues. 

2.  in  your  prepared  remarks  you  mention  the  performance-based  executive 
incentives  or  bonuses  and  which  you  add  that  "no  payouts  will  be  made  unless 
the  Postal  Service  achieves  its  financial  targets".  What  precautions  have  you 
got  in  place  to  insure  that  in  your  efforts  to  achieve  financial  savings  you  do  not 
further  hinder  customer  service  through  restrictive  over-time,  reliance  on 
automated  sortation  v\/hich  is  not  always  accurate  at  the  delivery  route  and 
further  restrictions  on  facility  improvements?  Also,  for  the  hearing  record, 

Mr.  Runyon  would  you  be  kind  enough  to  supply  for  us  a  listing  of  the  85 
district  sites  and  10  areas  to  be  used  for  these  "Performance  Clusters"  you 
describe  on  page  7  of  your  statement? 

ANSWER:  Our  new  performance-based  incentive  program  for  executives  is  designed 
to  enhance  the  long-term  success  of  the  organization.  The  program  mandates  that  in 
order  for  a  bonus  to  be  paid  the  executive  must  achieve  the  assigned  financial  target 
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and  the  goals  for  customer  satisfaction  and  commitment  to  employees.  In  fact,  at  the 
Performance  Cluster  level,  the  commitment-to-employee  factor  and  the  customer 
service  factor  are  weighted  more  heavily  than  the  financial  factor.  I  am  confident  that 
this  balanced  approach  will  provide  positive  resuHs  for  the  organization  and  will  not 
cause  any  degradation  of  customer  service. 

The  following  is  the  Performance  Cluster  Core  Member  List. 
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Performance  Cluster  Core  Member  List 

(By  Cluster  within  Area) 


Allegheny  Area 


AKRON  CLUSTER 

Akron  P&DC 

Canton  P&DC 

District  Manager 

Managers,  Finance,  HR,  CSS 

Toledo  P&DC 

Youngstown  P&DC 


HARRISBURG  CLUSTER 

District  Manager 
Harrisburg  P&DC 
Lehigh  Valley  P&DC 
Managers,  Finance,  HR,  CSS 


CINCINNATI  CLUSTER 

Cincinnati  BMC 

Cincinnati  P&DC 

Dayton  P&DC 

District  Manager 

Managers,  Finance,  HR,  CSS 

Postmaster,  Cincinnati 


LANCASTER  CLUSTER 

District  Manager 
Lancaster  P&DC 
Managers,  Finance,  HR,  CSS 
Southeastern  P&DC 


CLEVELAND  CLUSTER 

Cleveland  AMC 
Cleveland  P&DC 
District  Manager 
Managers,  Finance,  HR,  CSS 
Postmaster,  Cleveland 


PHILADELPHIA  CLUSTER 

District  Manager 
Managers,  Finance,  HR,  CSS 
Philadelphia  AMC 
Philadelphia  BMC 
Philadelphia  P&DC 
Postmaster,  Philadelphia 


COLUMBUS  CLUSTER 

Columbus  P&DC 
'District  Manager 
Managers,  Finance,  HR,  CSS 
Postmaster,  Columbus 


PITTSBURGH  CLUSTER 

District  Manager 

Managers,  Finance,  HR,  CSS 

Pittsburgh  P&DC 

Pittsburgh  AMC 

Pittsburgh  BMC  (Warrendale) 

Postmaster,  Pittsburgh 


ERIE  CLUSTER 

District  Manager 

Ene  P&DC 

Managers,  Finance,  HR,  CSS 


SOUTH  JERSEY  CLUSTER 

District  Manager 
Managers,  Finance,  HR,  CSS 
South  Jersey  P&DC  (Bellmawr) 
Wilmington  P&DC 
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Great  Lakes 


CENTRAL  ILLINOIS  CLUSTER 

District  Manager  (South  Suburban) 
Fox  Valley  P&DC  (Aurora) 
Managers,  Finance,  HR,  CSS 
Springfield  P&DC 
South  Suburban  P&DC  (Bedford  Park) 


NORTHERN  ILLINOIS  CLUSTER 

Carol  Stream  P&DC 
District  Manager  (Carol  Stream) 
Managers,  Finance,  HR.  CSS 
Palatine  P&DC 
Rockford  P&DC 


CHICAGO  CLUSTER 

Chicago  BMC  (Forest  Park) 

Chicago  P&DC 

District  Manager 

Irving  Park  Road  P&DC  (Chicago) 

Managers,  Finance,  HR,  CSS 

O'HareAMC 


ROYAL  OAK  CLUSTER 

District  Manager 

Managers,  Finance,  HR.  CSS 

Royal  Oak  P&DC  (Troy) 


DETROIT  CLUSTER 

Detroit  AMC 

Detroit  BMC  (Allen  Park) 

Detroit  P&DC 

District  Manager 

Managers,  Finance,  HR,  CSS 

Postmaster,  Detroit 


GREATER  MICHIGAN  CLUSTER 
District  Manager  (Grand  Rapids) 
Flint  P&DC 
Grand  Rapids  P&DC 
Kalamazoo  P&DC 
Lansing  P&DC 

Managers,  Finance,  HR,  CSS 
Saginaw  P&DC 


GREATER  INDIANA  CLUSTER 

District  Manager  (Indianapolis) 
Fort  Wayne  P&DC 
Gary  P&DC 
Indianapolis  AMC 
Indianapolis  P&DC 
Managers,  Finance,  HR,  CSS 
Postmaster,  Indianapolis 
South  Bend  P&DC 
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Mid-Atlantic 


APPALACHIAN  CLUSTER 
Charleston  P&DC 
District  Manager  (Charleston) 
Managers,  Finance,  HR,  CSS 
Roanoke  P&DC 

BALTIMORE  CLUSTER 

Baltimore  AMC 

Baltimore  P&DC 

District  Manager 

Managers,  Finance,  HR,  CSS 

Postmaster,  Baltimore 


KENTUCKIANA  CLUSTER 

District  Manager  (Louisville) 
Louisville  P&DC 
Lexington  P&DC 
Managers,  Finance,  HR,  CSS 

MID-CAROLINAS  CLUSTER 

Charlotte  AMC 

Charlotte  P&DC 

District  Manager  (Charlotte) 

Fayetteville  P&DC 

Managers,  Finance,  HR,  CSS 


CAPITAL  CLUSTER 

District  Manager  (Washington  DC) 

Managers,  Finance,  HR,  CSS 

Southern  Maryland  P&DC  (Capitol  Heights) 

Suburban  Maryland  P&DC  (Gaithersburg) 

Washington-National  AMC 

Washington  BMC 

Washington  DC  P&DC 

COLUMBIA  CLUSTER 

Columbia  P&DC 
District  Manager 
Greenville  P&DC 
Managers,  Finance,  HR,  CSS 

GREENSBORO  CLUSTER 

District  Manager 
Greensboro  AMC 
Greensboro  BMC 
Greensboro  P&DC 
Managers,  Finance,  HR,  CSS 
Raleigh  AMC 
Raleigh  P&DC 


NORTHERN  VIRGINIA  CLUSTER 

District  Manager  (Merrifield) 
Dulles  P&DC 

Managers,  Finance,  HR,  CSS 
Northern  Virginia  P&DC 
Washington-Dulles  AMC 


RICHMOND  CLUSTER 

District  Manager 
Managers,  Finance,  HR,  CSS 
Norfolk  P&DC 
Richmond  P&DC 


130 


Midwest 


CENTRAL  PLAINS  CLUSTER 

District  Manager  (Omaha) 
Managers,  Finance,  HR,  CSS 
Omaha  P&DC 
Wichita  P&DC 


MILWAUKEE  CLUSTER 

District  Manager 
Green  Bay  P&DC 
Madison  P&DC 
Managers,  Finance,  HR,  CSS 
Milwaukee  AMC 
Milwaukee  P&DC 
Postmaster,  Milwaukee 


DAKOTAS  CLUSTER 

District  Manager  (Sioux  Fails) 
Fargo  P&DC 

Managers,  Finance,  HR,  CSS 
Sioux  Falls  P&DC 


NORTHLAND  CLUSTER 

District  Manager  (Minneapolis) 
Managers,  Finance,  HR,  CSS 
Minneapolis  P&DC 
Postmaster,  Minneapolis 
St.  Paul  AMC 
St.  Paul  BMC 
St.  Paul  P&DC 


GATEWAY  CLUSTER 

District  Manager  (St.  Louis) 

Managers,  Finance,  HR,  CSS 

Postmaster,  St  Louis 

St  Louis  AMC 

St  Louis  BMC  (Hazelwood) 

St  Louis  P&DC 


HAWKEYE  CLUSTER 

Cedar  Rapids  P&DC 

Des  Moines  BMC 

Des  Moines  P&DC 

District  Manager  (Des  Moines) 

Managers,  Finance,  HR,  CSS 


MID-AMERICA  CLUSTER 

District  Manager  (Kansas  City,  MO) 
Managers,  Finance,  HR,  CSS 
Kansas  City  AMC  (Kansas  City,  MO) 
Kansas  City  BMC  (Kansas  City,  KS) 
Kansas  City  P&DC  (Kansas  City,  KS) 
Kansas  City  P&DC  (Kansas  City,  MO) 
Springfield  P&DC 
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New  York  Metro 


CARIBBEAN  CLUSTER 

District  Manager  (San  Juan) 
Managers,  Finance,  HR,  CSS 
San  Juan  P&DC 


CENTRAL  NEW  JERSEY  CLUSTER 

District  Manager  (Edison) 

Managers,  Finance,  HR,  CSS 

Kilmer  (New  Brunswick)  P&DC  (Edison,  NJ) 

Monmouth  P&DC  (Eatontown,  NJ) 

Trenton  P&DC 

West  Jersey  P&DC  (Whippany) 


TRIBORO  CLUSTER 

Brooklyn  P&DC 
District  Manager  (Flushing) 
JFK  AMC  (Jamaica) 
LaGuardia  AMC  (Flushing) 
Managers,  Finance,  HR,  CSS 
Postmaster,  Brooklyn 
Postmaster,  Queens 
Queens  P&DC  (Flushing) 

WESTCHESTER  CLUSTER 

District  Manager 
Managers,  Finance,  HR,  CSS 
Mid-Hudson  P&DC  (Newburgh) 
Westchester  P&DC  (Mt.  Vernon) 


LONG  ISLAND  CLUSTER 

District  Manager  (Hauppauge) 
Managers,  Finance,  HR,  CSS 
Mid-Island  (Long  Island)  P&DC  (Melville,  NY) 
Western  Nassau  P&DC  (Garden  City,  NY) 


NEW  YORK  CITY  CLUSTER 

Bronx  P&DC 
District  Manager 
Managers,  Finance,  HR,  CSS 
New  York  Church  Street  P&DC 
New  York  Farley  P&DC 
New  York  Morgan  P&DC 
Postmaster,  New  York  City 


NORTHERN  NEW  JERSEY  CLUSTER 

DV  Daniels  P&DC  (Secaucus)  P&DC  (Kearney,  NJ) 

District  Manager  (Newark) 

Hackensack  P&DC 

Jersey  City  BMC 

Managers,  Finance,  HR,  CSS 

Newark  P&DC 

Newark  AMC 

Paterson  P&DC 
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Northeast 


ALBANY  CLUSTER 

Albany  P&DC 
District  Manager 
Managers,  Finance,  HR,  CSS 
Syracuse  P&DC 


PROVIDENCE  CLUSTER 

Brockton  P&DC 
District  Manager 
Managers,  Finance,  HR,  CSS 
Providence  P&DC 


BOSTON  CLUSTER 

Boston  AMC 

Boston  P&DC 

District  Manager 

Managers,  Finance,  HR,  CSS 


SPRINGFIELD  CLUSTER 

District  Manager 

Managers,  Finance,  HR,  CSS 

Springfield  P&DC 

White  River  Junction  P&DC 


CONNECTICUT  CLUSTER 

District  Manager  (Hartford) 
Managers,  Finance,  HR,  CSS 
Hartford  P&DC 
New  Haven  P&DC 
Stamford  P&DC 


WESTERN  NEW  YORK  CLUSTER 

Buffalo  P&DC 
District  Manager  (Buffalo) 
Managers,  Finance,  HR,  CSS 
Rochester  P&DC 


MAINE  CLUSTER 

District  Manager  (Portland) 
Managers,  Finance,  HR,  CSS 
Portland  P&DC 


MIDDLESEX-CENTRAL  CLUSTER 

Central  Mass  P&DC  (Shrewsbury) 
District  Manager  (North  Reading) 
Managers,  Finance,  HR,  CSS 
Middlesex-Essex  P&DC 


NEW  HAMPSHIRE  CLUSTER 

District  Manager  (Manchester) 
Managers,  Finance,  HR,  CSS 
Manchester  P&DC 
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Pacific 


HONOLULU  CLUSTER 

District  Manager 
Honolulu  P&DC 
Managers,  Finance,  HR,  CSS 


SAN  FRANCISCO  CLUSTER 

District  Manager 
Managers,  Finance,  HR,  CSS 
North  Bay  P&DC  (Petaluma) 
Postmaster,  San  Francisco 
San  Francisco  AMC 
San  Francisco  P&DC 


LONG  BEACH  CLUSTER 

District  Manager 
Long  Beach  P&DC 
Managers,  Finance,  HR,  CSS 
Marina  P&DC  (Inglewood) 


SAN  JOSE  CLUSTER 

Bakersfield  P&DC 

Fresno  P&DC 

District  Manager 

Managers,  Finance,  HR,  CSS 

San  Jose  P&DC 


LOS  ANGELES  CLUSTER 

District  Manager 
Managers,  Finance,  HR,  CSS 
Los  Angeles  BMC  (Bell,  CA) 
Los  Angeles  P&DC 
World  Way  AMC 


SANTA  ANA  CLUSTER 

District  Manager 
Managers,  Finance,  HR,  CSS 
Industry  (Alhambra)  P&DC 
Santa  Ana  P&DC 


OAKLAND  CLUSTER 

District  Manager 

Managers,  Finance,  HR,  CSS 

Oakland  P&DC 

San  Francisco  BMC  (Richmond,  CA) 


VAN  NUYS  CLUSTER 

District  Manager 

Managers,  Finance,  HR,  CSS 

Pasadena  P&DC 

Santa  Barbara  P&DC  (Goleta) 

Van  Nuys  P&DC 


SACRAMENTO  CLUSTER 

District  Manager 
Managers,  Finance,  HR,  CSS 
Sacramento  P&DC 
Stockton  P&DC 


SAN  DIEGO  CLUSTER 

District  Manager 
Managers,  Finance,  HR,  CSS 
Postmaster,  San  Diego 
San  Bernardino  P&DC 
San  Diego  P&DC 
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Southeast 


ATLANTA  CLUSTER 

Atlanta  AMC 

Atlanta  BMC 

Atlanta  P&DC 

District  Manager 

Managers,  Finance,  HR,  CSS 

North  Metro  P&DC 

Postmaster,  Atlanta 


SOUTH  FLORIDA  CLUSTER 

District  Manager  (Pembroke  Pines) 

Ft.  Lauderdale  P&DC 

Managers,  Finance,  HR,  CSS 

Miami  AMC 

Miami  P&DC 

Postmaster,  Ft.  Lauderdale 

Postmaster,  Miami 

South  Florida  P&DC  (Pembroke  Pines) 


ALABAMA  CLUSTER 

Birmingham  P&DC 

District  Manager  (N.  Birmingham) 

Managers,  Finance,  HR,  CSS 

Mobile  P&DC 

Montgomery  P&DC 


SOUTH  GEORGIA  CLUSTER 

District  Manager  (Macon) 
Managers,  Finance,  HR,  CSS 
Macon  P&DC 


CENTRAL  FLORIDA  CLUSTER 

District  Manager  (Mid-Florida) 
Managers,  Finance,  HR,  CSS 
Mid-Florida  P&DC  (Lake  Mary,  FL) 
Orlando  P&DC 
West  Palm  Beach  P&DC 


SUN  COAST  CLUSTER 

District  Manager  (Tampa) 
Fort  Myers  P&DC 
Lakeland  P&DC 
Managers,  Finance,  HR,  CSS 
Manasota  P&DC 
St  Petersburg  P&DC 
Tampa  P&DC 


MISSISSIPPI  CLUSTER 

District  Manager  (Jackson) 

Jackson  P&DC 

Managers,  Finance,  HR,  CSS 


NORTH  FLORIDA  CLUSTER 

District  Manager  (Jacksonville) 
Jacksonville  BMC 
Jacksonville  P&DC 
Managers,  Finance,  HR,  CSS 
Pensacola  P&DC 
Postmaster,  Jacksonville 


TENNESSEE  CLUSTER 
Chattanooga  P&DC 
District  Manager  (Nashville) 
Knoxvilie  P&DC 
Managers,  Finance,  HR,  CSS 
Memphis  AMC 
Memphis  BMC 
Memphis  P&DC 
Nashville  AMC 
Nashville  P&DC 
Postmaster,  Memphis 
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Southwest 


ARKANSAS  CLUSTER 

District  Manager 
Little  Rock  P&DC 
Managers,  Finance,  HR,  CSS 


OKLAHOMA  CLUSTER 

District  Manager  (Oklahoma  City) 
Managers,  Finance,  HR,  CSS 
Oklahoma  City  P&DC 
Tulsa  P&DC 


DALLAS  CLUSTER 

Dallas  AMC 

Dallas  BMC 

Dallas  P&DC 

District  Manager 

Managers,  Finance,  HR,  CSS 

North  Texas  P&DC  (Coppell,  TX) 

Postmaster,  Dallas 

Tyler  P&DC 


SAN  ANTONIO  CLUSTER 

Austin  P&DC 

Corpus  Christi  P&DC 

District  Manager 

El  Paso  P&DC 

Managers,  Finance,  HR,  CSS 

Postmaster,  San  Antonio 

San  Antonio  P&DC 


FT  WORTH  CLUSTER 

District  Manager 
Ft  Worth  P&DC 
Managers,  Finance,  HR,  CSS 


HOUSTON  CLUSTER 

District  Manager 

Houston  AMC 

Houston  P&DC 

Managers,  Finance,  HR,  CSS 

North  Houston  P&DC 

Postmaster,  Houston 


NEW  ORLEANS  CLUSTER 

Baton  Rough  P&DC 
District  Manager 
Managers,  Finance,  HR,  CSS 
New  Orleans  P&DC 
New  Orleans  AMC 
Shreveport  P&DC 
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ALBUQUERQUE  CLUSTER 

Albuquerque  P&DC 

District  Manager 

Managers,  Finance,  HR,  CSS 


Western 


PHOENIX  CLUSTER 

District  Manager 
Managers,  Finance,  HR,  CSS 
Phoenix  P&DC 
Phoenix  AMC 
Postmaster,  Phoenix 
Tucson  P&DC 


ANCHORAGE  CLUSTER 

Anchorage  P&DC 

District  Manager 

Managers,  Finance,  HR.  CSS 


PORTLAND  OR  CLUSTER 

District  Manager 
Managers,  Finance,  HR,  CSS 
Portland  P&DC 
Postmaster,  Portland 


BILLINGS  CLUSTER 

Billings  P&DC 

District  Manager 

Managers,  Finance,  HR,  CSS 


SALT  LAKE  CITY  CLUSTER 

District  Manager 
Managers,  Finance,  HR,  CSS 
Salt  Lake  City  AMC 
Salt  Lake  City  P&DC 


DENVER  CLUSTER 

Cheyenne  P&DC 
Colorado  Springs  P&DC 
Denver  AMC 
Denver  BMC 
Denver  P&DC 
DJstrict  Manager 
Managers,  Finance,  HR,  CSS 
Postmaster,  Denver 


SEATTLE  CLUSTER 

District  Manager 

Managers,  Finance,  HR,  CSS 

Postmaster,  Seattle 

Seattle  AMC 

Seattle  BMC 

Seattle  P&DC 

Tacoma  P&DC 


LAS  VEGAS  CLUSTER 

District  Manager 

Managers,  Finance,  HR,  CSS 

Las  Vegas  AMC 

Las  Vegas  P&DC 

Reno  P&DC 


SPOKANE  CLUSTER 

Boise  P&DC 
District  Manager 
Managers,  Finance,  HR,  CSS 
Spokane  P&DC 
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3.  In  recent  months  I  have  taken  notice  of  the  feet  that  you  are  calling  on  all  letter 
mail  to  be  bar-coded  by  the  end  of  1997.  As  recently  as  1992  the  Postal  Service 
was  telling  us  this  would  be  done  in  1995.  Specifically,  v^at  has  forced  this 
delay?  Has  the  equipment  not  functioned  as  expected?  Has  it  not  been 
installed  as  expected  or  is  it  the  impact  of  the  financial  demands  brought  on  by 
Reconciliation  Act  that  has  forced  the  Postal  Service  to  shift  funds  from 
automation  to  making  these  payments? 

ANSWER:  Approximately  two  years  ago,  we  slowed  the  implementation  of  our 
automation  program  in  order  to  give  ourselves  a  chance  to  assess  our  progress  in  this 
very  important  area.  The  analysis  we  did  indicated  that  the  automation  program  should 
be  expanded.  The  re-assessment  process  delayed  our  goal  to  have  nearly  all  letter 
mail  bar-coded  by  1995,  however,  it  also  gave  us  the  opportunity  to  fine  tune  the 
original  implementation  plan.  The  equipment  we  purchased  is  generally  working  as 
expected  and  is  being  installed  wKhout  any  significant  problems.  Our  revised  plan  calls 
for  virtually  all  letter  mail  to  be  bar-coded  by  the  end  of  1997. 

4.  I  have  heard  firom  letter  carrier's  in  my  District  that  when  they  receive  mail 
directly  firom  the  Delivery  Point  Sorters  to  take  out  on  the  route  it  contains 
numerous  errors,  which  they  must  return  to  the  Post  Office  to  be  processed 
again  and  unless  a  human  hand  checks  that  piece  of  mail  for  the  inconsistency 
the  sorting  equipment  will  continue  to  read  and  sort  it  incorrectly  forcing  it  to 
be  repeatedly  re-sorted  and  delay  its  delivery.  I  understand  that  in  some 
facilities  you  are  now  beginning  to  have  a  carrier  hand  check  the  mail  they 
receive  fi^om  this  equipment  and  accuracy  and  delivery  has  been  improved,  but, 
again,  this  increases  your  labor  cost  What  type  of  steps  are  you  taking  to 
insure  this  mis-sorted  mail  gets  placed  on  the  right  track  and  not  allowed  to 
simply  "loop"  around  betoveen  the  processing  center  and  the  delivery  post 
office? 

ANSWER:  Experience  gained  in  eariier  automation  implementation  was  used  to 
ensure  that  sen/ice  and  customer  satisfaction  would  not  suffer  when  Delivery  Point 
Sequencing  (DPS)  was  implemented.  A  key  component  of  the  DPS  implementation  is 
the  earner  case  validation  process.  In  brief,  the  validation  process  uses  special  cards 
whk:h  are  cased  by  the  carrier  to  ensure  that  the  data  base  used  to  sequence  the  mail 
is  accurate. 

In  addition,  earners  case  DPS  mail  until  a  98%  accuracy  level  is  reached.  This  usually 
takes  one  or  two  weeks  to  achieve.  The  98%  level  was  deemed  to  be  acceptable 
based  on  delivery  statistk:s  that  result  in  comparable  accuracy  levels  when  the  carrier 
cases  and  delivers  the  mail.  The  98%  rate  is  improved  upon  by  carrier  interventton  "on 
the  street."  Several  optk>ns  exist  if  mis-sequenced  mail  is  found  by  the  carrier.  The 
nriailpiece  is  manually  sequenced  on  the  street  if  the  mis-sequenced  mailpiece  is  for  a 
delivery  point  the  carrier  has  not  yet  reached.  The  earners  use  their  own  judgment  if  a 
deviatk>n  from  their  normal  line  of  travel  is  required  for  delivery  of  mis-sequenced 
mailpieees  (e.g.  the  carrier  may  back  track  to  deliver  checks  or  important  time  sensitive 
documents).  This  procedure  is  also  used  when  there  are  errors  in  the  manual 
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sequencing  process  performed  by  the  carrier.  Adherence  to  these  procedures  will 
ensure  timely  delivery  of  the  mail  while  maintaing  efficient  processing  operations.  Mail 
sorted  to  the  wrong  carrier  route  is  returned  to  the  station  and  redistributed  to  the 
proper  carrier. 

5.  What  credence  do  you  give  to  the  argument  which  I  heard  about  recently  from 
employees  and  managers  that  before  the  restructuring  there  was  someone 
locally  jointly  managing  and  monitoring  customer  service  and  mail  processing 
performance  for  problems  and  now  that  the  two  areas  have  been  separated, 
there  is  no  one  who  has  joint  responsibility  for  these  two  areas  until  you  get 
several  positions  up  in  the  organizational  chart?  ' 

ANSWER:  The  monitoring  of  service  performance  at  the  district  level  is  the 
responsibility  of  the  performance  clusters,  which  represents  both  Customer  Service  and 
Sales  and  Processing  and  Distribution.  Performance  clusters  meet  regularly  to  set 
goals  and  monitor  performance.  Each  Area  office  team,  composed  of  the  Area 
Manager  of  Processing  and  Distribution  and  the  Area  Manager  of  Customer  Service 
and  Sales,  is  responsible  for  service  performance  within  their  areas.  Service 
performance  reporting  and  monitoring  occurs  regularly  through  the  A/P  and  quarterly 
reviews  of  EXFC,  CSI,  and  ODIS  reports,  and  is  regulariy  included  on  the  agenda  of 
the  Leadership  Team,  as  well  as  monthly  Area  Manager  meetings. 
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Response  to  Written  Questions  Submitted  by  Hon.  Constance  A.  Morella  to 
Marvin  T.  Runyon 

1.  How  far  has  the  United  States  Postal  Service  (USPS)  reached  in  its  goal  for 
automation?  How  much  longer  will  it  realistically  take  to  complete?  What  is  the 
additional  cost  per  year? 

ANSWER:  Since  1988  the  Postal  Service  has  vigorously  pursued  a  comprehensive  program  to 
improve  mail  sorting  operations.  At  the  present  time,  about  two-thirds  of  all  letter  mail  is 
processed  on  automated  equipment.  Plans  are  in  place  to  complete  efforts  to  automate  letter 
mail  operations  by  1997.  To  date  8,000  pieces  of  highly  sophisticated  mail  processing 
equipment  have  been  procured  at  a  cost  of  $2.6  billion.   It  is  estimated  that  $1.7  billion  will  be 
needed  to  complete  the  entire  system  nationwide. 

2.  [s  the  USPS  in  compliance  with  OSHA  standards?  How  are  you  progressing  with  the 
installation  of  ergonomic  work  stations?  What  is  latest  report  on  carpal  tunnel 
syndrome  and  the  number  of  postal  employees  wrtio  have  reported  or  are  being  treated 
for  the  syndrome? 

ANSWER:  Yes,  the  USPS  is  in  compliance  with  29  CFR  Part  1910  in  addition  to  29  CFR  Part 
1960  for  Federal  Agency  Programs. 

Ergonomic  workstations  for  the  Single  Position  High  Speed  Induction  Unit  (SPHSIU)  are  being 
tested  at  the  Minneapolis  Bulk  Mail  Center.  As  soon  as  all  parties  are  satisfied,  we  will  begin 
modifications  at  the  remaining  BMC's. 

The  National  recap  of  Carpal  Tunnel  Syndrome  cases  for  FY  94  as  of  the  end  of  March  1994: 

Total  Cases  Pending  Denied  Accepted 

389  191  36  162 

3.  You  have  mentioned  the  hiring  of  a  more  diverse  representation  of  postal  employees. 

Is  this  true  in  both  management  and  craft  employees?  What  are  your  hiring  statistics 
on  veterans  and  disabled  persons?  How  many  of  the  disabled  persons  are  veterans? 
How  many  of  the  veterans  are  minority  and/or  women? 

ANSWER:  The  vast  majority  of  Postal  Service  outside  hiring  is  for  craft  positions.   Most  of  our 
managers  are  promoted  within. 

For  the  48,075  craft  accessions  from  pay  period  eight  1993  through  pay  period  six  1994,  18,201 
are  women  and  29,874  are  men. 


FEMALES 

MALES 

American  Indian/Alaskan  Native; 

163 

188 

Asian/Pacific  Islander: 

1,219 

2,479 

Black 

4,936 

7,152 

Hispanic 

1,109 

2,252 

White 

10,774 

17,803 
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For  the  76  Level  18  and  above  EAS  and  Executive  Schedue  employee  accessions  during  the 
same  period,  32  are  women  and  44  are  men. 


FEMALES 

MALES 

American  Indian/Alaskan  Native: 

0 

0 

Asian/Pacific  Islander; 

0 

1 

Black 

7 

4 

Hispanic 

0 

1 

White 

25 

38 

It  is  significant  to  note  that  250  of  the  non-bargaining  accessions  were  white  females  hired  as 
postmasters  In  small  rural  communities.  A  large  percentage  of  the  positions  are  part-time. 

Of  the  48,452  accessions  during  the  time  frame  cited  above,  14,044  are  preferenced  veterans. 
Of  those  veterans,  2,072  are  disabled.  There  were  1 ,856  accessions  of  disabled  people  who  are 
not  veterans. 

Of  the  14,044  accessions  of  veterans,  2,541  are  women  and  1 1 ,503  are  men. 


FEMALES 

MALE 

American  Indian/Alaskan  Native. 

46 

56 

Asian/Pacific  Islander: 

280 

561 

Black 

1,380 

2,152 

Hispanic 

293 

583 

White 

542 

8,151 

4.  Several  constituents  wtio  are  postal  management  employees  have  indicated  that  there 
appears  to  be  a  subtle  form  of  age  discrimination.  Do  you  have  statistics  about  the 
age  of  those  who  have  taken  a  substantial  grade  reduction  with  saved  pay? 

ANSWER:  There  were  34,903  employees,  age  40  or  older,  who  were  affected  by  the 
restructuring.  Of  those,  9,807  remained  at  the  same  grade  level,  19,274  were  placed  in  higher 
level  positions,  and  5,822  were  placed  in  lower  level  positions 

5.  How  much  has  employment  grovim-full  time  and  part  time-since  the  restructuring  of 
USPS. 

ANSWER:  Using  Accounting  Period  11,  1992,  as  the  date  of  restmcturing,  USPS  career 
employment  has  dropped  by  22,219  through  Accounting  Period  8,  1994.  Total  complement  over 
the  same  time  span,  has  increased  by  4,091.  This  increase  has  been  driven  by  an  increase  in 
workload  due  to  volume  growth  in  excess  of  6  percent  over  this  period.  It  should  be  noted  that 
the  complement  of  transitional  employees  has  Increased  over  this  period  by  34,158.  These 
positions,  by  definition,  are  those  identified  to  be  impacted  by  automation  and  are  slated  for 
elimination,  without  replacement,  as  automation  reduces  our  workhour  requirements. 
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Mr.  Clay.  In  comparison  to  other  mail  services  throughout  the 
world,  you  and  your  predecessors  since  the  Postal  Reorganization 
Act  of  1970  have  done  a  magnificent  job  in  holding  down  the  costs 
and  I  believe  that  the  record  will  indicate  that  the  Postal  Service 
does  a  credible  job  under  the  most  trying  kinds  of  circumstances, 
but,  as  you  have  indicated,  we  must  improve  the  services  and  par- 
ticularly the  delivery  system  or  become  less  competitive. 

In  your  closing  remarks  and  in  your  prepared  statement,  you 
speak  of  keeping — ^that  we  must  keep  up  with  customer  needs  and 
stay  competitive.  Have  you  anticipated  what  services  your  cus- 
tomers will  expect  in  the  next  5  to  10  years,  and  specifically  how 
will  the  Postal  Service  address  these  concerns? 

Mr.  RUNYON.  We're  doing  a  lot  of  work  on  that.  It's  still  under- 
way, but  we've  done  a  lot  of  thinking  already. 

I  think  that  we  need  to  improve  the  productivity  of  our  organiza- 
tion. You  find  that  productivity  and  quality  are  the  same  word.  If 
you  have  good  quality,  you  have  good  productivity.  If  you  have  good 
productivity,  you  have  good  quality.  Automation  really  does  help 
improve  the  quality. 

Now,  I  could  foresee  in  the  future  our  lobbies  where  we  have 
more  equipment  in  our  lobbies  to  service  people  so  that  they  can 
get  self-service,  which  people  really  like.  They  can  go  in,  no  line, 
step  to  a  machine  and  do  what  they  need  to  do.  That  would  be  a 
very  friendly  machine.  I  think  that  those  kinds  of  the  things,  the 
kiosks  that  I'm  talking  about,  we  would  expect  to  see  those  in  our 
lobbies  in  5  to  10  years  where  people  can  deal  with  the  Federal 
Government,  a  lot  of  different  agencies,  not  just  the  Postal  Service, 
because  we  will  be  the  communication  agency  for  all  of  the  Federal 
Government.  I  think  we're  going  to  see  that. 

I  do  believe,  though,  Mr.  Chairman,  we  are  going  to  continue  to 
see  hardcopy  mail  delivered  to  our  customers.  As  I  talk  to  people 
in  the  mailing  business,  they're  not  about  to  give  up  the  hardcopy 
business.  A  lot  of  us  want  to  write  to  our  relatives,  and  we're  not 
going  to  give  that  up  either.  So  the  hardcopy  mail  is  going  to  be 
there  for  a  long  time  to  come. 

Back  in  about  1975,  I  think,  somebody  wrote  a  report  that  said 
we  would  have  no  hardcopy  mail  in  10  years,  and  we've  got  more 
hardcopy  mail  than  we  ever  had.  So  I  don't  see  that  diminishing. 

I  think  I  see  our  customers  being  able  to  help  themselves  better 
in  our  service.  A  lot  of  the  bureaucracy  will  be  gone,  because  the 
machines  are  not  very  bureaucratic.  You'll  be  able  to  talk  to  them, 
as  a  matter  of  fact.  You  can  talk  to  machines  now  and  they'll  do 
what  you  want  them  to  do. 

So,  I  think  that  it's  going  to  be  a  very  exciting  future  for  people 
in  5  to  10  years  to  walk  into  a  post  office.  It's  going  to  be  a  very 
pleasant  and  happy  experience. 

Mr.  Clay.  Mr.  Postmaster  General,  a  strong  future  requires  a 
strong  financial  base.  And  as  we  see  it  now,  we're  anticipating  al- 
most a  $2  billion  loss  for  1994  as  of  April  1. 

Let  me  ask  you,  why  does  the  USPS  now  employ  35,000  more 
employees  than  1  year  ago  after  you  paid  48,000  people  to  retire? 

Mr.  RuNYON.  I'd  like  to  ask  our  Chief  Financial  Officer  to  re- 
spond to  that,  if  I  may,  Mr.  Chairman. 

Mr.  Clay.  Yes,  you  may. 
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Mr.  Riley.  Over  the  past  2  years  we've  seen  a  growth  in  mail 
volume  that  has  been  about  3  percent  a  year.  If  you  translated  that 
into  employees,  that  by  itself  would  call  for  about  40,000  more  em- 
ployees. Yet,  if  you  look  back  to  where  we  were  at  the  start  of  fiscal 
year  1992  and  compare  it  to  where  we  are  today,  we  have  4,000 
more  employees,  not  40,000,  only  4,000.  And  of  that,  3,000  can  be 
justified  by  the  addition  of  extra  lobby  hours  for  better  customer 
service. 

So,  when  you  look  at  net,  we've  found  ways  to  make  up  in  pro- 
ductivity savings  a  very  significant  portion  of  the  growth  in  mail 
volume  and  thereby  cut  the  need  for  more  employees.  In  anything 
else,  you  would  expect  to  see  employees  go  up  from  year  to  year, 
at  least  in  relation  to  the  amount  of  volume.  If  you  think  about  the 
way  a  machine  is  used,  you  use  your  machine  as  much  as  you  can 
and  then  when  you  get  more  volume  on  top  of  it  that  requires  more 
manual  operation.  So  at  a  minimum,  you  would  expect  to  keep  the 
same  percentage,  absent  productivity  improvements. 

Mr.  Clay.  Why  was  your  productivity  down  for  the  first  quarter? 

Mr.  Riley.  I  think  you  have  to  put  that  in  a  little  bit  of  perspec- 
tive, Mr.  Chairman. 

Since  the  first  quarter  of  1992,  total  factor  productivity,  which  is 
a  fairly  commonly  used  measure  for  large  companies,  is  up  about 
4  percent,  and  it  was  down  in  the  first  quarter  of— actually,  the 
quarter  that  just  concluded  of  this  year.  Put  in  perspective  with  the 
last  10  years,  the  previous  10  years  in  the  Postal  Service,  we  aver- 
aged three-tenths  of  1  percent  increase  in  productivity  over  a  10- 
year  period  and  we've  had  a  4-percent  increase  in  productivity  from 
the  start  of  1992  until  today. 

And  while  we  haven't  achieved  all  we  would  have  liked  to  have 
achieved  in  the  last  quarter,  it  was  a  quarter  with  more  severe 
winter  weather  than  we've  had  in  25  years,  which  has  put  a  tre- 
mendous strain  on  operations.  And  beyond  that,  we've  had  things 
happen  to  our  competitors  that  have  resulted  in  erratic  and  in- 
creased volume. 

So,  it's  been  a  difficult  quarter  that  we  have  just  finished  and 
productivity  didn't  end  up  where  we  hoped  it  would  be  at  the  end 
of  the  quarter.  But  net  over  the  last  2  years,  we've  achieved  more 
than  90  percent  of  what  we  set  out  to  do. 

Mr.  Clay.  Well,  Mr.  Runyon  just  testified  that  the  volume  was 
up,  that  you  handled  171  billion  pieces  of  mail  last  year,  that  the 
volume  was  up  2.8  percent.  Well,  why  are  postal  work  hours  grow- 
ing at  a  faster  rate  than  the  volume?  Because,  that's  precisely  what 
is  happening. 

Mr.  Riley.  There's  a  period  of  time  when  that's  occurred,  when 
postal  hours  have  grown.  In  part,  some  of  that's  due  to  winter 
weather.  And  if  you  look  at  the  overtime  ratio,  which  you  correctly 
stated  is  higher  than  last  year  for  the  first  seven  accounting  peri- 
ods, and  just  barely  so,  we  had  the  first  three  accounting  periods 
in  which  we  were  higher  than  last  year.  For  the  last  four  account- 
ing periods,  we  have  either  been  at  the  same  or  below  last  year  in 
terms  of  our  overtime  ratio. 

So  while  we've  had  a  problem  where  we've  expended  more  hours 
for  customer  service,  for  example,  in  having  more  window  hours 
available,  and  when  we've  had  severe  winter  weather  which  has 
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cost  us  money,  we've  estimated  that  it  cost  us  about  $150  million 
for  the  earthquake  and  severe  winter  weather  above  normal  within 
the  last  period  of  time. 

Mr.  Clay.  Yes.  But  according  to  the  information  that  you've  sup- 
plied to  us,  the  first  quarter  of  fiscal  year  1994,  which  was  before 
the  severe  winter  weather,  declined  by  0.2  percent.  So,  you  can't 
blame  that  on  the  winter  weather.  These  are  your  figures  that 
you've  given  the  committee.  Something  is  wrong  if  you  have  now 
more  employees  than  you  had  last  year  and  you  have  many  more 
overtime  hours  that  you're  paying  for.  You  can't  say  that  productiv- 
ity has  increased  and  you're  bringing  down  costs. 

Mr.  Riley.  Productivity  has  not  increased  in  the  two  quarters  of 
this  year.  Productivity  has  increased  compared  to  where  we  started 
back  in  1992  by  4  percent.  And  productivity  increases  in  this  com- 
pany and  companies  in  general  don't  go  smoothly.  They  go  up. 
They  retreat  a  little  bit.  They  go  up.  Or,  in  the  case  of  the  Postal 
Service  for  the  previous  10  years,  they  stayed  flat,  three-tenths  of 
a  percent  average  annual  increase  for  10  years. 

Mr.  RuNYON.  Mr.  Chairman? 

Mr.  Clay.  Yes? 

Mr.  RuNYON.  In  the  period  you're  talking  about,  we  definitely  did 
not  have  good  control  of  overtime  operations.  We  weren't  doing 
well.  We've  had  a  lot  of  people  leave.  As  you  know,  we  had  48,000 
people  retire.  We've  had  some  more  people  leave  since  then  because 
of  just  normal  attrition.  You  do  have  that.  We've  had  to  hire  new 
people. 

The  retirements — ^when  we  did  our  restructuring,  our  whole  pur- 
pose was  to  reduce  the  bureaucracy  and  the  overhead  and  not 
touch  the  people  that  touch  the  mail.  But  as  one  of  the  Members 
said  a  moment  ago,  you've  looked  at  what  we  did  and  you  didn't 
do  some  of  the  things  that  we  didn't  do  maybe  exactly  right.  We 
opened  the  retirement  to  everybody  and  there  were  a  lot  of  people 
who  did  touch  the  mail  who  did  retire  with  30,  35  years  of  experi- 
ence and  we  had  to  come  back  gmd  fill  behind  them.  We  didn't  ex- 
pect that.  It  happened  and  it  took  overtime  hours.  It  took  addi- 
tional hiring  to  do  that,  and  it  takes  time  to  get  those  people 
trained. 

Postal  workers  are  highly  skilled.  I  think  a  lot  of  people  under- 
estimate what  Postal  workers  do.  They  think  you  just  walk  in  and 
you  pick  up  the  mail  and  you  put  it  in  your  bag  and  you  go  and 
deliver  it.  It's  much  more  complicated  than  that.  They  have  to 
learn  all  kinds  of  schemes  and  networks  and  how  to  handle  the 
mail,  and  training  them  has  been  difficult  and  it  has  caused  us  to 
have  excessive  overtime  hours. 

From  reports  that  I'm  seeing  now,  we  are  reducing  our  overtime. 
We  are  below  where  we  were  last  year  at  this  same  time  on  our 
overtimes.  I  think  we're  improving  now.  We  weren't  in  control  at 
that  time. 

Mr.  Clay.  Thank  you. 

Mr.  Myers. 

Mr.  Myers.  Thank  you,  Mr.  Chairman. 

General  Runyon,  some  of  us  remember  Will  Rogers,  actor,  philos- 
opher, humorist.  He  was  also  a  philosopher  and  sometimes  a  politi- 
cian. I  remember  one  time  that  he  made  a  comment  that  everyone 
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talked  about  the  weather  but  no  one  ever  did  anything  about  it.  Is 
that  true  of  the  Post  Office  today?  I'm  not  being  critical  of  what 
you're  attempting  to  do  right  now,  but,  it  seems  like  just  as  we 
think  that  we  have  a  breakthrough  here  and  the  service  is  improv- 
ing, that  morale  has  gone  up — and  from  all  indications  of  people 
that  I've  talked  with  in  the  Postal  Service,  morale  has  gone  up 
under  your  leadership,  but  yet  then  we  have  a  situation  like  Chi- 
cago or  something  happens  in  one  of  the  post  offices  that  kind  of 
tears  that  down.  And  our  faith,  the  American  people  say,  well,  gee, 
we  thought  it  was  getting  better.  Now  it  isn't. 

Is  it  just  an  impossible  task? 

Mr.  RUNYON.  No,  it's  not  an  impossible  task. 

Mr.  Myers.  Do  you  still  have  that — I  don't  want  to  say  fire  in 
the  belly,  but  do  you  still  have  that  enthusiasm  to  go  tackle  this 
thing,  that  you're  going  to  turn  it  around? 

Mr.  RuNYON.  We're  turning  it  around. 

It  is  a  possible  task,  but  let's  go  back  in  time  a  little  bit  and 
think  about  the  Postal  Service.  Until  1970,  every  postmaster,  every 
rural  carrier  was  appointed  to  their  position  by  the  President  of  the 
United  States,  and  we've  gone  from  that  system  to  a  business  sys- 
tem. Now  when  you  do  something  for  a  couple  of  hundred  years 
and  then  you  change  it  overnight,  people  don't  just  automatically 
change.  And  it's  a  culture  change  that  we're  going  through. 

The  culture,  by  the  way,  in  the  Postal  Service,  can  be  different 
from  region  to  region.  It's  almost  like  fiefdoms  where  in  this  par- 
ticular area  there  is  an  operation  and  this  person  runs  it  this  way. 
In  this  area  they  run  it  that  way.  And  what  we're  doing  now  is  try- 
ing to  get  it  to  where  we  all  do  it  very  similarly.  We  have  ground 
rules  and  say  this  is  the  way  we're  going  to  do  the  mail.  We  have 
to  do  that  to  work  together,  because,  if  people  in  this  area  are 
doing  it  a  certain  way  and  they  handle  theirs  okay,  the3r're  doing 
all  right.  And  people  over  here  are  doing  it  a  certain  way  and  they 
can  handle  theirs  okay.  But  when  they  move  from  one  to  the  other, 
big  problems  occur. 

Take  Chicago,  for  example.  Chicago  in  1966  was  responsible  for 
the  Post  Office  Department  becoming  the  U.S.  Postal  Service  and 
the  Post  Office  Department  going  away.  And  the  reason  they  were 
responsible  is  because  that  system  ground  to  a  halt,  total  halt.  I 
was  having  dinner  with  Red  Blunt,  who  was  the  Postmaster  Gen- 
eral at  the  time  that  changed  and  he  was  telling  me  about  what 
happened  there.  He  said  they  had  trains  backed  up  everywhere  full 
of  mail,  couldn't  handle  it,  and  the  system  just  broke  down. 

People  ask  about  Chicago.  Chicago,  really,  I  think  we  have  a  dif- 
ferent culture  in  Chicago  and  we  have  to  fix  that  culture  in  Chi- 
cago. We're  working  on  that,  and  we're  going  to  get  that  done,  and 
Chicago  is  going  to  be  one  of  our  better  operating  cities.  And  when 
we  do  that,  then  maybe  you'll  feel  better  about  it.  Maybe  we  can't 
change  the  weather.  I'm  not  going  to  try  to  change  the  weather  in 
Chicago.  We  can't  do  that.  But  I  think  we  can  change  the  mail 
service  in  Chicago,  and  we  can  change  the  mail  service  in  the 
United  States. 

Mr.  Myers.  You  mentioned  the  political  appointee  process  for  the 
success.  Maybe  that's  what's  wrong  with  Congress.  You  think 
maybe  we  ought  to  find  a  different  way  of  selecting 
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Mr.  RUNYON.  You're  not  appointed.  You're  elected. 

Mr.  Myers.  Some  people  would  like  to  see  that,  I  think. 

You  mentioned  Chicago.  I've  known  you  for  a  good  many  years 
and  watched  you  in  your  profession  as  running  a  large  industry. 
You're  very  successful  and,  as  you  say,  I  think  it  can  be  saved  here 
if  you  are  given  the  opportunity. 

But  I've  often  also  seen  a  lot  of  things  written  about  the  postal 
system,  that  it's — hate  to  use  the  word  corrupt,  but  it's  heavy  with 
bureaucracy,  heavy  at  the  top,  too  many  people  that  you  want,  es- 
pecially want  restructuring,  never  see  the  mail,  procedures,  proc- 
esses that  you  have  to  follow  that  are  not  productive.  Can  you  real- 
ly get  a  hold  of  this  thing  and  turn  it  around  or  are  you  so  deeply 
entrenched  with  precedents  that  you  can't  change  or  rules  and  reg- 
ulations that  are  either  through  union  contracts  or  whatever  it 
might  be  that  it's  impossible  to  come  to  grips  with? 

Mr.  Ru^fYON.  Talking  about  rules  and  regulations,  most  of  the 
rules  and  regulations  that  hamstring  us  are  our  rules.  And  when 
you  ask  somebody,  why  do  we  do  it  like  that?  They  say,  well,  we've 
always  done  it  like  that.  You  say,  well,  why  have  we  always  done 
it  like  that?  Well,  we're  part  of  the  Government,  you  know,  and 
there  are  laws  and  we've  got  to  follow  the  laws.  And  you  say,  well, 
what  law  is  it  that  says  you  have  to  do  that  like  that?  They  say, 
we'll  get  back  to  you.  When  they  get  back,  they  say,  well,  it's  not 
exactly  the  law.  It's  our  interpretation  of  the  law.  That  sends  a 
clear  message,  doesn't  it?  Maybe  35  years  later  we  need  to  reinter- 
pret that  law  under  present  existing  conditions.  Because,  you  do 
that  in  what  you  all  do  every  year.  I  mean,  you  change  the  law. 
And  we  have  to  change  regulations  and  rules  all  the  time  to  make 
sure  we  do  it  right. 

You  talk  about  unions.  We're  working  very  closely  with  our 
unions  and  our  management  associations.  We  have  four  unions  and 
three  management  associations  and  we  have  a  leadership  team  in 
the  Postal  Service.  The  leadership  team  consists  of  our  25  officers, 
4  union  leaders,  and  3  management  association  leaders.  We  meet 
twice  a  month.  One  day  we  meet  all  day  and  1  day  we  meet  half 
a  day.  We  rotate  the  leadership  of  that. 

Leadership  chairman  last  month  was  Vince  Sombrotto,  who  is 
the  president  of  the  Letter  Carriers  Union.  He  ran  the  meetings. 
Do  you  know  what  most  of  the  discussions  in  those  meetings  were 
about?  Automation  and  productivity.  He  chaired  those  meetings 
and  he  did  a  great  job  and  we  worked  very  well  together.  We're  all 
included.  We  all  know  what  our  problems  are. 

As  a  matter  of  fact,  my  testimony  today,  we  discussed  this  at  our 
leadership  meetings  this  week  before  I  came  in  here  to  give  it.  Be- 
cause, I  didn't  want  somebody  to  jump  up  and  say,  hey,  wait,  I 
didn't  agree  with  that.  So  I'm  not  sa3ang  they  totally  agree  with  ev- 
erything I  say  in  here,  but  they  didn't  resist  it. 

So  I  think  we're  making  progress.  We're  going  to  be  coming  up 
on  negotiations  in  August.  We'll  see  how  much  progress  we've 
made  when  we  get  there  and  hopefully  it's  going  to  go  better. 

Mr.  Myers.  You  spoke  about  competition  in  your  prepared  text, 
and  of  course  we  do  know  that  you  have  some  competition  today, 
considerable  competition,  but  you've  discontinued  that  overnight 
delivery,  haven't  you,  and  the  48-hour  or  2-day 
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Mr.  RUNYON.  No. 

Mr.  Myers  [continuing].  Two-day  service  businesses  have  to  use. 
Mr.  RuNYON.  No,  we  haven't. 

Mr.  Myers.  Priority  mail.  It  was  called  priority  mail,  wasn't  it? 

Mr.  RuNYON.  Our  Priority  Mail  is  increasing  by  16  percent. 

Mr.  Myers.  What  did  you  discontinue  just  recently,  said  you 

couldn't  keep  up  your  agreement,  80  percent  of  it  wasn't  getting 

there  or  only  80  percent  was  getting  on  time.  Was  that  priority 

mail? 

Mr.  RuNYON.  We  had  a  very,  very  good,  clever  advertising  cam- 
paign, 2  pounds,  2  days,  $2.90.  The  problem  was  there  are  some 
places  in  the  United  States  that  we  can't  get  to  in  2  days  because 
our  network  just  doesn't  allow  us  to  get  there  in  2  days.  We  have 
disclaimers  that  say,  you  know,  there  are  some  places  you  can't  get 
to  in  2  days.  We  stopped  that  advertising.  We  stopped.  We  still  are 
delivering  our  priority 

Mr.  Myers.  But  you  just  don't  guarantee.  Won't  that  cause 

Mr.  RuNYON.  There  was  never  a  guarantee  on  priority  mail.  It 
was  an  advertising.  We  stopped  the  advertising. 

Mr.  Myers.  You  just  stopped  the  advertising? 

Mr.  RuNYON.  Yes. 

Mr.  Myers.  You  dropped  2-day  delivery,  priority  mail? 

Mr.  RuNYON.  Excuse  me?  I  didn't  hear  it. 

Mr.  Myers.  Priority  mail,  this  publication  says  2-day  delivery 
promise  dropped  by  Postmaster  General  Runyon.  In  your  testimony 
before  other  bodies,  the  Government  Affairs  Subcommittee  back  in 
March,  you  said  that  you  stopped  all  advertising.  I  guess  that's  all 
it  says,  advertising.  So  you're  still 

Mr.  Runyon.  That's  right.  We  stopped  the  advertising  and  we 
stopped — ^well,  we  stopped  advertising  2-day  delivery,  because  that 
was  an  implication  that  every  piece  you  gave  us  was  going  to  get 
there  in  2  days.  We  knew  it  wasn't  going  to  happen  and  we  had 
a  disclaimer  in  the  advertising.  But  we  just  stopped  all  the  adver- 
tising. 

Mr.  Myers.  They  got  you  for  false  advertising,  then? 

Mr.  Runyon.  Some  people  said  it  is,  but  that's  the  way  all  adver- 
tising is  done.  People  put  disclaimers. 

Mr.  Myers.  I  have  a  series  of  other  questions  on  second  go 
around.  I'll  5deld  some  time  at  this  time. 

Thank  you  very  much. 

Mr.  Clay.  And  we  will  submit  questions  to  you  in  writing,  Mr. 
Postmaster  General. 

Mr.  McCloskey. 

Mr.  McCloskey.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Runyon,  am  I  to  understand  that  Moe  Biller  signed  off  on 
your  statement  or  partially  wrote  it? 

Mr.  Runyon.  Moe  Biller  was  present  when  we  made  the  state- 
ment, yes,  sir.  Moe  Biller  and  I  have  signed  an  agreement  to  work 
together  that  I'd  be  glad  to  provide  for  the  record. 

Mr.  McCloskey.  Evidently  labor  communications  are  going  well 
and  improving  then,  is  what  the  message  you  give  us  as  to  Mr. 
Sombrotto  and  so  forth  is  what  I  was  facetiously  getting  at,  I  guess. 
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Mr.  RUNYON.  No,  they  really  are.  I  think  they  are.  I  think  per- 
haps I  should  supply  the  committee  with  a  tape  of  the  "Larry  King 
Show"  where  Moe  Biller  and  I  appeared. 

Mr.  McCloskey.  I  would  love  to  see  that  tape.  I  would  ask  for 
it  by  tomorrow  afternoon. 

Mr.  Runyon,  can  you  specify  what  happened  in  Chicago?  You 
gave  it  extensive  treatment  in  your  statement,  but  you  really 
haven't  been  specific  about  what  the  problem  was.  How  far  are  you 
along  to  recovery  on  that?  Were  any  personnel  changed,  reassigned, 
or  particularly  fired  or  specifically  held  seriously  accountable  for 
the  problem?  You  mentioned  the  culture.  What  do  you  think  hap- 
pened and  at  this  point  how  much  is  that  resolved? 

Mr.  Ru>fYON.  One  of  the  things  in  Chicago,  and  I  will  use  these 
numbers,  I  think  there  have  been  six  postmasters  in  Chicago  in  the 
last  9  years.  We  had  six  postmasters  in  the  last  9  years.  I  think 
three  of  them  were  moved  out  because  of  some  difficulties. 

What's  happening  right  now  is  that,  well,  they  did  get  hit  with 
weather.  Their  scores  have  not  been  good  for  IVi  years,  but  they've 
not  been  substantially  different  than  where  they  are  now.  We're 
talking  about  the  CSI  scores  and  the  EXFC  scores.  They  haven't 
been  substantially  different  than  they  are  now.  But  when  they  got 
hit  with  the  storm  that  they  got  hit  with,  people  just  erupted  and 
said,  that's  it,  we've  had  enough.  And  they  let  us  know.  I  went  up 
and  sat  in  a  town  hall  meeting  for  2V2  hours  and  listened  to  people 
tell  me  about  how  they've  had  enough,  and  they're  very  good  in 
Chicago  at  telling  you  and  you  just  listen. 

We  are  fixing  the  problem.  We  had  equipment  in  our  post  offices 
that  was  inoperative.  I'm  talking  about  vending  equipment,  large 
numbers.  Our  lobbies  were  not  clean.  We  had 

Mr.  McCloskey.  I  guess  what  I'm  asking  is,  someone  was  re- 
sponsible for  that 

Mr.  Runyon.  Right. 

Mr.  McCloskey.  And  what  has  happened  to  that  person  or  per- 
sons? I'm  not  being  a  headhunter  here,  but  there  has  to  be  respon- 
sibility and  accountability  when  things  get  that  bad. 

Mr.  Runyon.  There  certainly  does  and  we  are  investigating  what 
has  transpired  and  how  did  it  happen  because  this  happened  over 
a  period  of  time.  That's  what  I'm  trying  to  say.  You've  got  six  post- 
masters in  there  in  9  years  and  which  one  of  them  contributed  the 
most  to  it  and  when  the  last  one  walked  in 

Mr.  McCloskey.  Well,  how  long  has  the  present  one  been  there? 

Mr.  Caraveo.  Since  the  reorganization,  about  a  year. 

Mr.  Runyon.  A  year.  I'm  not  going  to  make  a  snap  decision,  a 
snap  decision  to  say,  okay,  that's  it.  Out,  out,  out,  out.  In  the  first 
place,  there  are  Government  rules  about  that.  Maybe  someday  we 
could  talk  about  some  of  those  Government  rules.  It's  different  op- 
erating in  Government  than  it  is  in  private  industry.  In  private  in- 
dustry, a  person  can  walk  in  and  say,  "Okay,  that  one  goes,  that 
one  goes,  and  that  one  goes."  You  don't  do  that  in  the  Government. 
It's  a  different  thing  when  you  get  employed  by  the  Federal  Gov- 
ernment. 

Mr.  McCloskey.  Well,  I  guess  we  could  talk  about  this  indefi- 
nitely. Maybe  you  could  give  us  a  written  report  soon.  I  understand 
you  can't  give  all  the  specifics  in  an  ongoing  investigative  review. 
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In  all  candor,  your  observations  are  very  general,  but  specifically 
do  you  have  any  empirical  data  that  says  the  problem  is  90  percent 
resolved,  50  percent  resolved? 

Mr.  RUNYON.  I  don't  have  that  data  now,  not  after,  what,  3 
weeks.  You  don't  resolve  Chicago  in  3  weeks.  We'll  get  it  resolved 
and  we  will  give  you  reports  on  our  progress.  We're  going  to  be  giv- 
ing reports  on  progress  to  the  city  of  Chicago  and  we'll  include  you 
with  those. 

[The  information  referred  to  follows:] 
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30-Day  Report:  Service  Improvements  in  Chicago 

Remar1<s  by  Samuel  Green,  Jr. 

Senior  Vice  President,  Customer  Service  and  Sales 

U.S.  Postal  Service 

Meeting  of  the  U.S.  Postal  Service  Board  of  Governors 
Costa  Mesa,  California 
May  3, 1994 

As  you  know,  mail  problems  in  Chicago  came  to  a  head  in  March.  In  response  to  public 
outcry,  Postmaster  General  Runyon  went  to  the  city  on  March  21  to  meet  with  customers 
and  employees  directly  ...  to  listen  to  their  concerns  . .  .  and  to  initiate  change.  Since  then, 
we  have  made  progress  in  improving  our  performance  in  the  first  five  target  locations,  and 
intemal  measurements  indicate  modest  improvement  in  overall  service  citywide. 

Problem 

Before  I  recount  the  gains  that  have  been  made,  i  think  it's  important  that  we  reflect  on 
the  problem.  Looking  back,  mail  service  in  Chicago  has  been  deficient  for  many  years. 
Chicago  has  had  difficulty  meeting  the  challenges  that  confront  us  in  many  large  cities  -- 
the  obstacles  of  older,  less  efficient  postal  facilities;  big-city  traffic  congestion;  large  volumes 
of  mail;  complicated  addresses  that  are  frequently  incomplete;  and,  higher  than  average 
work  force  tumover.  The  situation  has  been  compounded  by  poor  judgment  on  the  part  of 
some  management,  poor  performance  by  some  employees,  and  a  poor  attitude  toward 
satisfying  customers,  with  internal  interests  too  often  taking  priority  over  customer  needs. 

Local  management  began  working  to  identify  and  fix  problems  earlier  this  year.  The  Great 
Lakes  Area  conducted  an  audit  in  January,  highlighting  for  the  Chicago  staff  a  number  of 
areas  that  needed  correction.  However,  there  was  slow  or  no  progress  prior  to  late 
March.  Yesterday,  we  announced  our  decision  to  bring  in  new  leadership  to  drive  change 
in  Chicago  and  help  deliver  the  citywide  results  our  customers  there  expect  and  deserve. 
We  are  resolved  to  solve  the  mail  problems  in  Chicago. 

Approach 

In  the  past  30  days,  the  approach  we  have  taken  to  correcting  service  problems  in  Chicago 
has  t)een  simple.  The  mission  we've  given  our  employees  is  "Find  and  Fix."  To  assist  local 
managers,  we  established  the  Chicago  Improvement  Task  Force,  27  seasoned  postal 
managers  fi'om  all  across  the  country  with  expertise  in  large  city  operations  and  problem  - 
solving.  We  challenged  these  men  and  women  to  seek  out  and  find  problems,  and  empower- 
erred  them  to  fix  them  on  the  spot.  Consumer  Affairs  at  Postal  Service  Headquarters  also 
sent  in  experts  to  help  with  immediate  local  telephone  problems  and  to  get  Chicago  ready 
for  inclusion  in  the  toll-free  Customer  Care  Center  telephone  system  this  fall.  A  team  of 
maintenance  professionals  did  a  whiriwind  tour  of  all  Chicago  postal  facilities,  examining  facility 
appearance  and  state  of  repair,  and  the  operational  status  of  equipment.  Some  of  the  better 
perfomning  districts  in  the  Great  Lakes  area  also  loaned  personnel  and  expertise  to  help 
implement  change. 
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The  teams  found  a  postal  system  in  many  ways  in  disrepair.  We  asked  them  to  look  for 
problems,  and  they  found  them  . .  .  virtually  everywhere  they  looked.  They  found  late  mail, 
lost  mail,  and  mail  that  had  been  thrown  away.  They  found  unkempt  lobbies  that  were 
inadequately  staffed  and  self-service  equipment  that  was  inoperable.  They  found  offices 
and  employees  with  a  bunker  mentality  when  it  came  to  interaction  with  customers  . .  . 
facilities  without  phone  service  for  customers  and  staff  ill-equipped  to  answer  and  respond 
to  simple  inquiries. 

Beyond  the  problems,  though,  they  have  found  several  strengths  to  build  on.  They  have 
found  managers  and  supervisors  who  were  receptive  to  instruction  and  new  ideas.  They 
have  found  a  high  level  of  dedication  among  many  Chicago  employees,  men  and  women 
who  want  to  serve  and  satisfy  their  customers.  And,  they  have  found  customers  who  truly 
care  about  their  mail  service,  who  value  our  products  and  sen/ices  and  are  personally 
working  to  make  them  better. 

Chicago  is  a  big  city  with  a  lot  of  problems,  so  we  focused  the  efforts  of  the  Task  Force  first 
on  the  five  stations  that  serve  Chicago's  Lakefront  section,  an  area  of  particularly  poor  service 
and  low  levels  of  customer  satisfaction.  We  broke  the  team  up  into  five  squads  and  assigned 
each  to  a  station.  In  the  past  30  days,  they  have  gone  in  and  assessed  problems,  and 
worked  shoulder  to  shoulder  with  station  managers,  supervisors  and  employees  to  raise  our 
level  of  performance.  They  have  also  focused  their  attention  on  three  fundamental  areas  of 
performance:  mail  service,  retail  service,  and  interaction  with  customers. 

I  am  pleased  to  report  that  we  have  seen  continuous  improvement  in  each  of  the  five 
stations,  particularly  in  Lakeview  and  Graceland,  as  I  will  detail  in  a  moment.  The 
employees  there  have  responded  very  well.  We  feel  that  these  two  stations  now  have 
the  necessary  processes  in  place  for  continued  service  improvement,  so  their  task  force 
squads  are  moving  on  to  two  new  stations  this  week:  Kedzie  Grace  and  Ravenswood. 

Mail  Service 

In  the  last  month,  we've  seen  a  marked  improvement  in  mail  service  in  the  five  Lakefront  area 
stations.  Each  day  these  five  stations  receive  an  average  of  1 .3  million  pieces  of  mail  for 
delivery  to  customers  in  their  service  areas.  Thirty  days  ago,  more  than  40  percent  of  that  mail 
-  575,000  pieces  -  was  being  delayed  each  day.  Today,  the  amount  of  delayed  mail  is  down 
by  90  percent.  Lakeview  and  Graceland  have  led  the  way  with  reductions  of  94  and  95 
percent  respectively. 

At  the  same  time,  the  letter  carriers  serving  the  333  routes  in  the  Lakefront  area  are  also 
getting  the  mail  delivered  earlier  in  the  day  and  more  efficiently.  A  month  ago,  carrier  overtime 
was  nearly  26  percent,  6,000  hours  per  week,  with  deliveries  frequently  taking  place  late  into 
the  evening.  Overtime  in  the  five  stations  is  now  half  that  amount,  down  75  percent  in 
Graceland  and  61  percent  in  Lakeview,  and  delivery  time  of  day  has  improved  as  a  result. 
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What  have  we  done?  We  have  started  w/ith  the  basics.  We  have  worked  with  each  of 
the  station  management  staffs  to  help  them  do  a  better  job  of  planning  their  assignments 
and  preparing  for  the  day's  work.  We  have  reduced  the  amount  of  late  arriving  mail  by 
reducing  transportation  failures  by  75  percent,  from  an  average  of  four  late  trips  per  week 
to  one.  We  have  hired  additional  carriers  in  the  five  stations  and  trained  them  and  other 
employees  in  effective  route  delivery  and  office  casing  procedures.  We  have  reconfigured 
the  employee  work  areas  to  streamline  processes  and  speed  the  handling  of  the  mail. 
And,  supenflsors  in  these  stations  are  randomly  checking  the  608  collection  boxes  and 
454  relay  boxes  and  each  of  the  134  postal  vehicles  they  have  to  see  that  the  mail  is 
picked  up  and  delivered  each  day.  It's  part  of  a  policy  that  I  believe  in  --  inspect  v\/hat 
you  expect. 

In  mid-March,  many  of  the  complaints  we  were  receiving  had  to  do  with  long  delays  in  mail 
for  the  thousands  of  people  who  move  each  week.  We  have  a  centralized  mail  forwarding 
system  in  larger  postal  facilities  that  "looks  up"  computer  entries  of  new  addresses  and 
prepares  mail  for  delivery  to  the  new  address.  The  Chicago  centralized  forwarding  system 
handles  an  average  of  more  than  61 ,000  pieces  of  mail  per  day.  A  month  ago,  it  was 
delaying  half  of  that  mail  every  day.  Today,  we  are  clearing  this  unit  of  mail  most  days, 
and  doing  it  with  nine  fewer  employees  --  58  cleri<s  instead  of  67.  To  help  accomplish  this, 
we've  added  six  processing  terminals  and  repaired  20  other  pieces  of  equipment.  We've 
also  trained  carriers  and  clerks  in  ways  to  handle  this  mail  faster  and  more  efficiently. 

We  still  have  a  long  way  to  go.  We  want  to  eliminate  the  rest  of  the  delayed  mail  in  these 
stations,  and  move  on  to  new  locations  so  we  can  improve  performance  citywide.  While 
the  five  Lakefront  stations  have  improved,  a  recent  mailing  of  test  pieces  showed  we  are 
still  missing  our  delivery  standards  for  First-Class  Mail  across  town.  Chicago  typically  gets 
9.4  million  pieces  of  mail  a  day.  In  mid-March,  30  percent  of  that  mail  -  2.7  million  pieces  - 
was  being  delayed  each  day.  It's  better  now.  We've  reduced  delayed  mail  by  80  percent  in 
Chicago.  But,  we  must  do  better  than  that . . .  and  we  will,  as  other  stations  incorporate  the 
procedures  I  have  discussed  here  and  take  other  steps  to  improve  their  operational 
performance. 

Retail  Service 

We  have  taken  a  number  of  steps  to  improve  retail  service  in  the  five  Lakefront  stations  in 
the  past  month,  and  it  shows.  We  have  hired  six  new  retail  cleri<s  in  the  five  stations,  and 
32  citywide,  and  trained  them  and  other  window  service  employees  in  procedures  for 
speeding  and  simplifying  transactions.  A  month  ago,  Graceland  Park's  retail  unit  was 
closed  on  Mondays.  It's  now  open  six  days  a  week,  and  at  least  three  cleri<s  staff  the 
lobby  at  all  times. 

In  March,  on  average,  fewer  than  two  clerks  served  each  of  the  five  retail  lobbies  during 
the  lunch  period,  leading  to  long  lines  and  dissatisfied  customers.  Now,  thanks  to  tjetter 
scheduling,  three-to-five  cleri<s  staff  the  lobbies  and  provide  faster,  better  lunchtime 
service.  Twenty  lobby  directors  and  four  customer  advocates  are  in  place  in  1 5  of  the 
city's  51  stations,  providing  advice  to  mailers  and  helping  expedite  service  to  customers 
during  high  traffic  times  in  the  mornings,  at  lunch,  and  in  the  aftemoons  at  closing  time. 


152 


Some  customers  prefer  the  speed  and  convenience  of  self-service  vending  equipment. 
When  we  inspected  the  78  retail  units  in  the  city,  36  sites  had  disabled  or  inoperable 
vending  equipment.  We  have  replaced  two  pieces  of  equipment  and  repaired  1 8  units  in 
the  five  Lakefront  stations,  and  repaired  a  total  of  53  machines  citywide.  We  have  also  set 
up  a  cleaning  contract  to  maintain  the  appearance  of  1 2  Chicago  stations,  including  the 
target  five  facilities. 

There  is  much  more  to  be  done.  We  need  to  improve  lunchtime  coverage  and  establish 
lobby  directors  and  customer  advocates  in  other  Chicago  stations.  We  intend  to  get 
service  times  down  consistently  to  five  minutes  or  less  citywide,  like  we  have  in  Lakeview 
Station.  We  still  have  lobbies  to  clean  up,  paint,  and  repair.  We're  working  to  fix  these 
problems  and  to  make  our  retail  units  professional  in  appearance  and  in  performance. 

Interaction  with  Customers 

The  third  area  where  we  have  improved  is  interaction  with  customers.  In  addition  to 
cluttered,  crowded  and  often  ineffective  retail  lobbies,  we  found  that  virtually  all  of  the 
stations  in  Chicago  had  inadequate  telephone  service.  Of  the  five  target  stations,  three 
had  auto-attendant  phones  lines.  One  was  inoperable,  one  was  not  being  checked,  and 
one  was  constantly  full  of  messages,  unable  to  accommodate  customers,  in  addition,  our 
employees  were  poorly  prepared  for  dealing  with  customer  inquiries  and  concerns,  and 
few  placed  a  priority  on  effective  customer  relations. 

In  the  past  month,  we  have  corrected  these  problems  and  installed  phone  lines  in  other 
stations  to  make  our  offices  more  accessible  to  customers.  We  have  upgraded  equipment 
in  our  Consumer  Affairs  Office  in  Chicago,  and  replaced  outmoded  phone  equipment  in 
other  facilities. 

However,  technology  is  not  the  whole  answer.  The  only  thing  more  frustrating  than  not 
getting  an  answer  at  all  is  getting  the  wrong  one.  In  some  cases,  we  got  new  phone  lines 
installed  before  we  were  able  to  train  and  assign  people  to  respond  to  customer  calls. 
We  have  worked  to  remedy  that.  In  the  past  month,  we  have  trained  four  employees  in 
the  five  Lakefront  stations  and  1 78  employees  citywide  on  more  effective  ways  of  handling 
telephone  inquiries. 

We  also  are  installing  two  new  centralized  telephone  systems:  toll-free  access  to  the 
Customer  Care  Center  so  Chicagoans  can  get  fast,  professional  attention  for  their 
concerns,  and  a  local  call  center  to  get  prompt,  accurate  information  on  ZIP  Codes, 
service  hours,  and  other  postal  issues.  These  will  be  in  place  this  fall. 

We  also  are  reaching  out  to  customers  more  aggressively  to  get  their  ideas  and 
suggestions  on  ways  we  can  improve  our  performance.  And  many  are  responding 
positively,  volunteering  to  help  us  do  a  better  job.  Since  March,  we  have  established 
Customer  Advisory  Cour,cils  in  Graceland  and  Lincoln  Park,  and  five  more  are  in  the 
formative  stages. 
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Gregg  Kiriazes  is  the  Chairman  of  the  Graceland  Customer  Advisory  Council,  a  committee  of 
1 3  citizens  formed  to  represent  the  diverse  ethnic  makeup  and  customer  needs  of  the  area. 
Mr.  Kiriazes  is  a  data  center  manager  for  a  Chicago  home  improvement  company,  and  has 
been  a  member  of  the  Chicago  District  Customer  Advisory  Council  since  last  August,  so  he 
has  a  perspective  of  service  and  customer  perceptions  on  the  Northside  and  citywide. 

"I  have  seen  a  high  level  of  commitment  on  the  part  of  the  Postal  Service  to  improve  its 
performance,"  says  Mr.  Kiriazes.  The  managers  and  employees  "have  been  receptive  to 
our  comments  and  suggestions  and,  yes,  the  criticisms  we've  heard  and  shared.  And 
they  have  responded  professionally,  positively,  and  quickly. 

"In  the  past  month  or  so,  I  have  seen  improvement,  and  I  know  others  who  have,  too," 
he  says.  "There  has  been  dramatic  improvement  in  clearing  up  backlogs  of  mail.  I've  seen 
better  timeliness  of  delivery,  better  responsiveness,  and  better  attitudes,  particuiariy  among 
management." 

He  notes  that  there  are  still  many  problems  to  overcome.  He  recently  walked  the  route  he 
lives  on  with  his  letter  carrier  to  get  a  better  appreciation  for  the  challenges  and  problems 
she  deals  with  each  day.  He  and  the  Council  are  working  with  Graceland  station  manager 
Barbara  Holman  on  a  number  of  ideas  to  improve  service,  including  building  a  volunteer 
network  of  customers  who  will  monitor  mail  delivery  and  provide  objective  data  to  her  for 
action. 

"Postal  customers  can't  sit  back  and  wait  for  the  Postal  Service  to  heal  itself,"  says 
Mr.  Kiriazes.  "We  must  get  involved  to  help  fix  this  system.  It's  our  post  office,  too. 
It's  important  to  our  businesses  and  our  community.  If  there  are  problems,  and  there 
are  here,  we  must  work  together  to  make  things  better. 

"Change  won't  happen  overnight.  It  can't.  That's  not  practical.  But  it  is  taking  place  in 
Chicago  and  particularly  on  the  Northside.  We're  not  getting  lip  sen/ice.  We're  seeing 
progress,  and  we're  not  going  to  let  up  until  we  achieve  top  quality." 

Summary 

Our  first  30  days  of  intense  focus  on  service  improvement  in  Chicago  has  been  something 
of  an  emotional  roller  coaster.  The  close  scrutiny  we  have  applied  has  uncovered  even 
more  mistakes  .  .  .  additional  instances  of  delayed  or  misplaced  mail,  poor  judgment, 
mishandled  complaints,  and  service  failures.  Sometimes  it  seems  that  when  we  find  a 
solution,  we  also  seem  to  turn  up  another  problem. 

However,  our  results  thus  far  show  that  we  have  made  important  progress  in  the  first 
30  days  in  repairing  service  that  has  been  deteriorating  for  years.  We  have  established  a 
foundation  for  improvement  in  the  five  Lakefront  stations  from  which  we  will  branch  out  to 
facilities  in  the  rest  of  the  city.  We  still  have  a  long  way  to  go  to  make  Chicago's  mail 
service  first  class,  but  we  are  committed  to  getting  there. 
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Interview  with  Gregg  Kiriazes 

Mr.  Kiriazes  is  a  data  center  manager  for  a  home  improvement  company  in  Chicago.  He  is  a  member 
of  the  Chicago  District  Customer  Advisory  Council,  and  Chairman  of  the  neiv  Council  at  Graceland  Station. 

"Our  group  was  officially  fornied  tfie  first  week  in  April.  It's  going  well.  Sonne  160  nnembers  of  the 
con^mjnity  responded  to  a  solicitation  from  the  Postal  Service  and  our  planning  group  and  volunteered 
to  serve  on  the  council.  At  tfiis  time,  the  council  is  made  up  of  13  members  representing  the  diverse 
etfmic  makeup  and  customer  needs  of  the  Graceland  area,  and  the  Council  may  grow  in  size  in  the  future. 
We'll  be  operating  as  a  committee  and  meeting  every  month,  sharing  comments,  observations  and  data. 

"I  have  seen  a  high  level  of  commitment  on  the  part  of  the  Postal  Service  to  improve  its  performance. 
I've  met  a  couple  of  members  of  the  Task  Force.  I  have  worked  very  closely  with  the  custonner  service 
managers  at  tfie  district  level,  the  area  managers,  and  Bartiara  Hdman,  station  manager  in  Graceland.  They 
care  about  serving  the  people  of  this  city.  They  have  been  receptive  to  our  comments  and  suggestions  and, 
yes,  the  criticisms  we've  heard  and  shared.  And  they  have  responded  professionally,  positively,  and  quicWy. 

"I  know  that  some  people  are  frustrated  with  their  mail  service.  Bad  publicity  has  fueled  negative 
perceptions.  In  the  past  month  or  so,  I  have  seen  improvement,  and  I  know  others  who  have,  too. 
There  has  been  a  dramatic  improvement  in  clearing  up  t)acklogs  of  mail.  I've  seen  better  timeliness 
of  delivery,  better  responsiveness,  and  better  attitudes,  particulariy  among  management. 

"We  have  a  really  good  retail  unit  at  Graceland.  It's  a  comfortable  space  located  in  a  nearby  mall,  with  ample 
parking  and  efficient  employees  who  do  a  good  job  and  leave  their  customers  with  a  good  feeling  about  their 
shopping  experience. 

"But,  there  are  still  many  problems  and  too  many  inconsistencies.  Some  of  the  Chicago  facilities  are 
old  arxl  inadequate.  The  employees  don't  have  enough  equipnnent  or  space  to  do  their  jobs.  I  had  the 
chance  to  walk  the  route  I  live  on  with  my  carrier.  I  wanted  to  see  the  challenges  she  faces,  arxj  the 
problems  she  has  with  casing  and  delivering  the  mail ...  the  high  volume,  the  cramped  space  to  wort< 
in,  the  time  constraints,  the  mousetrap-sized  nnailboxes  she  has  to  put  the  mail  in.  Misdeliveries  in 
the  Northside  by  our  counts  are  still  10-to-15  percent,  and  I  can  understand  why  now.  What  we  as 
consumers  have  to  do  is  help  find  ways  for  the  carriers  and  managers  to  overcome  these  problems. 

"We're  going  to  wori<  with  Barbara  Holman  and  her  staff  to  provide  constructive,  fair,  ot)jective  performance 
data.  We  are  developing  a  form  tfiat  council  volunteers  will  use  to  monitor  mail  delivery.  There  will  be  a 
place  to  record  the  postmart<  date  and  city  of  origin  ...  the  date  of  receipt ...  the  condition  of  the  mail,  and 
so  on.  We  hope  to  get  at  least  three  customers  on  each  route  to  help  by  monitoring  their  mail.  We  also 
have  ideas  for  increasing  the  level  of  information  and  outreach  to  customers,  observing  retail  conditions  and 
service,  conducting  telephone  surveys  and  other  things.  And  we  will  compile  this  data  and  provide  it  to  local 
managers  so  tftey  can  act  to  improve  performance. 

'Postal  customers  can't  sit  back  and  wait  for  the  Postal  Service  to  heal  itself.  We  must  get  involved  to  help 
fix  this  system.  It's  our  post  office,  too.  It's  important  to  our  businesses  and  our  community.  If  there  are 
problems,  and  there  are  here,  we  must  wort<  together  to  make  things  tetter. 

"Change  won't  happen  overnight.  It  can't.  That's  not  practical.  But  it  is  taking  place  in  Chicago  and 
particularly  on  the  Northside.  We're  not  getting  lip  service.  We're  seeing  pxogress,  and  we're  not  going 
to  let  up  until  we  achieve  top  quality." 
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Mr.  McCloskey.  Changing  the  subject,  I  get  ongoing  reports 
about  understaffing  in  Indiana  and  elsewhere,  particularly  as  to 
carriers.  Can  you  advise  me  on  that?  Is  there  a  problem  in  the 
process  itself,  the  background  check  problem  coming  out  of  the 
safety  concerns?  A  lot  of  postmasters  tell  me,  Mr.  Runyon,  they  are 
under  stress. 

Mr.  Runyon.  I'd  like  to  ask  our  Chief  Operating  Officer  to  re- 
spond to  that. 

Mr.  McCloskey.  Yes. 

Mr.  Caraveo.  Congressman,  we  have  had  some  problems.  Part 
of  when  we  had  the  reorganization,  we  did  have  a  lot  of  letter  car- 
riers retire.  The  letter  carriers  that  retired  were  senior.  Con- 
sequently, under  our  system  of  replacing  people,  generally  speak- 
ing, the  senior  letter  carriers  also  had  the  preferred  assignments. 
So,  when  they  retire  and  those  preferred  assignments  are  available, 
then  somebody  else  bids  on  them  with  lower  seniority  and  it  takes 
about  6  months  before  you  get  everybody  in  place  and  get  them 
doing  the  job  that  they're  expected  to  do  from  thereon  in  the  future. 

Now,  on  top  of  that,  we  changed  our  hiring  procedures  to  make 
sure  that  we  did  a  better  background  check,  and  you  hit  the  nail 
right  on  the  head.  That  does  take  a  little  bit  longer.  To  make  sure 
that  we  are  properly  staffed,  we're  doing  some  area  reviews  right 
now.  We've  done  seven  of  them.  Mr.  Runyon,  myself,  the  two  senior 
vice  presidents  in  operations,  Sam  Green  and  Pete  Jacobson,  have 
been  going  around  to  all  our  areas  to  talk  to  them  about  their  staff- 
ing, to  talk  to  them  about  their  overtime,  to  talk  to  them  about 
their  performance  to  budget,  to  talk  about  their  service,  to  talk 
about  their  retail  operations.  In  those  meetings,  by  the  way,  we 
have  at  the  area  offices,  the  heads  of  their  labor  unions  are  there, 
regional  heads  of  the  labor  unions,  both  carriers  and  clerks,  and 
the  organization  management  people  have  been  there.  We  have  the 
people  from  the  area  office  that  are  leading  the  area  office  on  both 
the  processing  and  distribution  and  on  the  customer  services  side. 
We  also  have  one  of  the  performance  clusters  representatives  there 
so  they  can  tell  us — and  we've  been  having  the  one  with  the  best 
performance — that  they  can  designate  what  best  performance  is,  so 
they  can  tell  us  why  they  are  so  successful  and  we  look  to  see  if 
we  can  use  that  to  spread  it  around  to  some  of  the  other  perform- 
ance clusters  in  that  area. 

I  think  it's  been  very,  very  good.  We've  gotten  a  real  good  field 
version  of  what's  going  on  and  how  confident  they  are  that  they 
will  make  our  goals  that  they  themselves  had  established.  That's 
part  of  the 

Mr.  McCloskey.  So,  do  you  think  this  will  be  substantially  re- 
solved as  far  as  the  process  and  the  length  of  time  as  far  as  the 
basic  problem  I'm  talking  about  in  a  couple  of  months? 

Mr.  Caraveo.  Yes,  sir,  I  believe  it  will.  I  believe  we  are  getting 
right  on  top  of  our  staffing. 

Mr.  McCloskey.  Okay.  The  chairman  has  been  more  than  gener- 
ous in  allocating  me  the  time  and  I'm  sensitive  to  that,  but  just  one 
more  question. 

Mr.  Runyon,  as  I  alluded  in  my  very,  very  brief  opening  state- 
ment, about  a  year  ago  you  mentioned  that  business  mail  by  the 
year  2000  would  be  diminishing  by  65  percent.  Is  that  trend  still 
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going  on  schedule?  But  specifically,  what  does  that  mean  for  the 
Postal  Service  and  the  funding,  the  salaries  and  pensions  of  people 
in  the  Postal  Service  come  the  year  2000  and  beyond?  Are  we  going 
to  have  some  sort  of  a  replacement  funding  or  volume  or  are  we 
looking  at  significant  attrition  in  the  work  force? 

Mr.  RUNYON.  We  are  seeing  business-to-business  mail,  which  is 
the  kind  of  mail  we're  talking  about  here 

Mr.  McCloskey.  Right. 

Mr.  RuNYON  [continuing].  Reduced  sharply.  It's  reduced  33  per- 
cent in  the  last  6  years  and  we  would  expect  to  see  that  continue 
to  reduce.  We're  seeing,  however,  business-to-customer  and  cus- 
tomer-to-business mail  increase.  I  don't  think  that  we're  going  to 
be  looking  at  any  kind  of  attrition  problems  because  there's  going 
to  be  hard  copy  mail  out  there.  There  will  continue  to  be  hard  copy 
mail  for  the  foreseeable  future.  People  have  been  predicting  that 
hard  copy  mail  is  going  to  go  the  way  of  the  buggy,  but  it  sure 
hasn't  gone.  It  continues  to  grow.  In  1971,  we  delivered  87  billion 
pieces  of  mail.  Last  year  we  delivered  171  billion  pieces  of  mail. 
Along  about  halfway  through  that,  the  people  were  sa3dng,  "Hey, 
there  won't  be  any  more  mail."  It's  continuing  to  grow. 

I  am  not  concerned  about  that.  We're  working  very  hard  to  get 
into  the  kind  of  things  that  we  can  do  for  this  country  to  help  it 
communicate  better.  I  think  there's  going  to  be  a  lot  of  those  things 
out  there  that  people  are  going  to  want  us  to  do  and  we're  going 
to  figure  how  to  do  those  and  do  them  well  so  that  we  can  utilize 
our  people. 

Mr.  McCloskey.  Just  one  concluding  question.  A  year  ago  we 
did  some  extensive  work  in  meetings  on  concerns  with  the  Treas- 
ury Department  as  far  as  your  bonds  and  borrowing  authority  and 
securities  aspects.  Has  there  been  any  progress  there  or  is  there 
concern  about  problems  or  anything  more  that  can  be  done? 

Mr.  RUNYON.  I'd  like  to  ask  our  Chief  Financial  Officer  to  re- 
spond to  that,  if  he  could. 

Mr.  Riley.  The  Postal  Service  restructured  its  debt  with  the 
Treasury  in  order  to  shorten  maturities,  lower  interest  rates  and 
install  something  called  call  provisions,  which  are  the  equivalent  of 
the  ability  to  pay  off  your  home  mortgage  early  without  paying  a 
penalty  and  refinance  it  at  a  lower  rate.  That  all  has  gone  ex- 
tremely well.  We  estimate  that  we're  going  to  save  in  excess  of  $2 
billion  in  interest  charges  over  the  life  of  the  previous  notes.  We 
swapped  security  for  security  and  incurred  a  principal  value  in  that 
swap  of  a  little  over  $500  million  more.  So,  basically  it's  the  equiva- 
lent of  spending  $500  million  to  save  $2  billion. 

Mr.  Clay.  The  time  of  the  gentleman  has  expired. 

Mr.  McCloskey.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Clay.  Mrs.  Morella. 

Mrs.  Morella.  Thank  you. 

First  of  all,  Postmaster  General  Runyon,  I  want  to  commend  you 
for  recognizing  the  concern  about  disclosing  the  address  informa- 
tion on  battered  individuals  and  making  two  major  changes  in  the 
mail  forwarding  system,  the  walk-in  disclosure  and  the  new  ad- 
dress information  of  court-ordered  protected  individuals  such  as 
battered  women.  I  appreciate  that  and  others  do  too. 

Have  you  been  receiving  any  opposition  to  that? 
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Mr.  RUNYON.  We  have  some  people  who  feel  they  need  to  be  in 
touch  with  people  who  are  delinquent  in  payments  and  things  of 
that  nature.  So,  there  has  been  some  of  that.  I  would  be  glad  to 
supply  to  the  record  something  more  definitive  than  that  because 
I  really  am 

Mrs.  MORELLA.  Okay,  great.  And  if  there  are  any  changes  you're 
contemplating,  I  would  be  very  appreciative  of  looking  at  them  and 
having  an  opportunity  to  respond. 

[The  information  referred  to  follows:] 

All  individuals  who  move,  including  those  in  debt  to  others,  have  always  had  and 
continue  to  have  the  option  not  to  give  the  Postal  Service  their  change  of  address 
information.  For  reasons  of  growing  public  concern  about  privacy  and  physical  safe- 
ty, it  should  be  expected  that  it  will  be  increasingly  difficult  for  businesses,  as  well 
as  individuals,  to  obtain  the  addresses  of  private  individuals  from  the  Postal  Service 
and  other  agencies. 

In  our  interim  policy  change,  however,  we  have  made  a  provision  to  facilitate  debt 
collectors'  access  to  address  information  and  to  help  ensure  the  legitimacy  of  such 
access  to  minimize  the  potential  for  abuse  and  physical  harm  to  our  customers.  Ac- 
cordingly, debt  collectors  can  obtain  a  specific  person's  address  information  by  get- 
ting a  court  order  for  the  address  or  by  performing  as  a  "process  server"  (deliverer 
of  legal  documents)  or  using  the  services  of  a  process  server. 

As  an  interim  alternative,  collection  agencies  and  individuals  can  endorse  their 
tailpieces  with  "ADDRESS  CORRECTION  REQUESTED."  Our  mail  processing  em- 
ployees return  to  the  sender  any  such  tailpieces  that  contain  the  former  address. 
The  tailpieces  are  affixed  with  a  label  showing  the  new  address.  We  do  this  rou- 
tinely for  First-Class  mailings  as  an  address  correction  service.  As  announced  in  the 
Federal  Register  on  March  11,  1994,  we  have  invited  written  comments  and  sugges- 
tions on  the  interim  rule  change.  All  such  comments  received  by  May  10  will  be 
evaluated  and  considered  before  making  the  change  our  standard  operating  proce- 
dure. 

Mrs.  MORELLA.  I  want  to  get  into  the  issue  that  I  posed  in  my 
opening  statement  and  the  fact  that  I  will  have  some  questions 
that  I  would  very  much  appreciate  having  you  and  the  staff 
promptly  respond  to  in  writing  too.  But  basically,  it  has  to  do  with 
equity  and  I  think  the  future  of  the  postal  system  also  in  terms  of 
competition  because  as  I  had  mentioned,  the  Postal  Service  has  a 
request  to  raise  postal  rates  for  local  in-county  newspapers  by  34 
percent  while  raising  rates,  as  you  mentioned  in  your  statement, 
10.3  percent  for  other  matters. 

Clearly,  a  34-percent  increase  would  do  severe  damage  to  the 
economic  prospects  of  these  newspapers,  especially  because  those 
costs  are  uncontrollable  and  therefore  go  directly  against  the  bot- 
tom line.  The  only  change,  as  I  understand  it,  in  the  way  the  Postal 
Service  processes  in-county  newspapers  has  been  in  the  improved 
preparation  that  newspapers  are  doing  before  handing  their  mail 
to  the  Postal  Service.  Therefore,  it  stands  to  reason  that  there 
would  be  a  reduction  in  what  they  would  pay.  They  sort  it  and  clas- 
sify it  and  do  all  of  the  kinds  of  things  to  assist  in  the  delivery. 

So,  my  question  is  why  has  the  Postal  Service  requested  this  34- 
percent  increase  in  the  second  class  in-county  postal  rate? 

Mr.  RuNYON.  It  was  my  good  fortune  the  day  after  we  made  our 
announcements  and  everybody  had  a  chance  to  examine  them  to  be 
the  lead  speaker  at  the  In-county  Newspaper  Association  here  in 
town.  I  heard  a  lot  about  that  at  that  point  in  time. 

Mrs.  MORELLA.  I  would  think  so. 

Mr.  RuNYON.  The  reason  anybody's  change  would  be  more  than 
the  10.3  percent  would  be  attributable  cost.  We  immediately — when 


158 

it  became  apparent  what  had  happened  here,  we  set  up  a  technical 
session  with  the  in-county  newspapers  and  our  staffs  and  they're 
still  working,  by  the  way,  to  figure  out  exactly  what  we  should  do 
about  that  situation,  and  I  will  be  glad  to  have  them  supply  you 
with  where  they  are  now  and  what  the  outcome  of  that  is.  I  think 
that  it  may  not  be  as  severe  as  it  looked  in  the  beginning. 

Mr.  Riley.  Could  I  add  one  thing  to  that?  The  rate  has  changed 
from  7.2  cents  per  piece  to  9.6  cents  per  piece  in  the  original  pro- 
posal and,  as  Postmaster  General  Runyon  says,  we're  taking  a  sec- 
ond look  at  the  data  behind  all  of  that.  But  for  an  in-county  news- 
paper with  a  circulation  of  10,000,  that  translates  into  an  increase 
of  approximately  $240  a  week  or,  in  the  course  of  a  year,  approxi- 
mately $12,000.  And  while  that's  not  insignificant  to  a  small  news- 
paper in  a  struggling  environment,  it  at  least  puts  it  into  perspec- 
tive and  we  do  have  additional  cost  studies  under  way. 

The  primary  reason  why  that  went  up  was  a  30-percent  decline 
in  volume  in  an  operation  that  is  totally  manual.  A  newspaper  is 
not  a  like  a  letter  where  you  can  get  some  efficiencies  by  sorting 
it  and  running  it  through  a  machine.  It's  a  totally  manual  oper- 
ation, and  some  of  the  things  require  extra  stops  by  the  carrier  and 
extra  people. 

Mrs.  MORELLA.  It  just  seems  to  me  that  if  you  are  going  to  do 
something  as  dramatic  and  startling,  that  you  would  consult  with 
these  people  and  tell  them  what  your  concerns  are,  what  your  prob- 
lems are,  without  just  jumping  in  a  very  inequitable  fashion.  And, 
as  you  mention,  it's  a  small  group  that  would  be  affected.  Because 
they  are  a  small  group,  too,  it  could,  in  effect,  mean  that  they  are 
out  of  existence. 

Mr.  Runyon.  We  are,  in  fact,  having  those  consultations  now  and 
we'll  let  you  know  what  the  outcome  of  those  are. 

Mrs.  MORELLA.  Put  a  very,  very  strong  pitch  in  for  equity.  The 
newspaper  circulation  has  increased  over  the  past  4  years  and — 
well,  I  think  what  I  want  to  jump  to  is  one  other  question.  I  could 
go  into  a  series  of  others. 

Isn't  it  possible  that  with  such  a  rate  increase  that  many  news- 
papers will  switch  to  carrier  delivery  and  that  the  Post  Office 
might  actually  experience  a  revenue  decrease  from  such  a  drastic 
price  increase?  The  newspapers  that  have  contacted  me  do  already 
have  competition.  The  other  newspapers  are  carrier  delivered  and 
they  may  well  jump  to  that  if  they  have  to  or  find  some  other 
means,  and  so  you're  going  to  end  up  losing  money. 

Mr.  Runyon.  We're  very,  very  concerned  about  raising  rates  at 
all.  I  would  love  to  not  have  raised  rates  at  all.  At  10.3  we're  tak- 
ing a  challenge  so  that  if  we  were  to  raise  them  15  percent  or  20 
percent,  we  know  that  what  you're  talking  about  would  happen 
with  a  large  majority  of  our  customers.  I  do  know  that  if,  in  fact, 
we  raise  the  rates  34  percent,  we  will  lose  some  of  that  business. 
There's  no  question  about  it.  That's  why  we're  meeting  with  them 
now  to  understand  exactly  what  they  do,  what  we  do  and  how  are 
we  going  to  resolve  that.  We  do  intend  to  resolve  it. 

Mrs.  MORELLA.  So  you  intend  to  resolve  it  in  an  equitable  fash- 
ion  

Mr.  Runyon.  That's  our  intent. 
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Mrs.  MORELLA  [continuing].  And  you  are  currently  in  association 
with  the  newspapers. 

Mr.  RuNYON.  That's  our  intention. 

Mrs.  MORELLA.  I  hope  that  you  will  keep  me  apprised  and  other 
members  of  this  committee  who  would  be  very  interested  in  know- 
ing what  is  happening  that  would  ultimately  decrease  the  postal 
system's  work.  That  is  a  concern  I  have.  In  addition  to  what  I  men- 
tioned, I  am  interested  in  the  point  that  Mr.  Myers  brought  up 
about  priority  mail,  the  fact  that  you're  doing  truth  in  delivery  by 
not  advertising  it. 

I  had  a  discussion  with  some  people  who  brought  it  up  last  week. 
They  are  small-business  owners  who  said  we  are  now  looking  at 
where  we  can  get  a  promise  of  2-day  delivery.  And  then  the  discus- 
sion ensued  where  someone  else  said,  oh,  yes,  I  use  such  and  such. 
So  I  think  that  you've  got  to  be  very  cautious  about  what  that  im- 
plies to  the  public  because  you're  right — competition  is  getting  stiff- 
er  and  stiffer  and  you're  just  going  to  have  to  meet  it. 

Mr.  RuNYON.  A  large  part  of  our  priority  mail  is  for  businesses, 
for  package  delivery,  and  we're  doing  a  very  good  job  in  delivering 
that  mail  for  them — they  tell  us  we  are — ^because  we  work  together 
on  how  we  move  it.  I'm  talking  about  people  that  might  move 
400,000  priority  pieces  a  year,  and  we  set  systems  up  with  a  cus- 
tomer like  that  so  that  we  can  actually  move  and  know  for  sure 
that  we're  going  to  make  that  in  their  2  days.  And  we  get  very  good 
comments  on  that  type  of  thing. 

Mrs.  MORELLA.  Also  just  finally,  why  do  you  not  have  the  over- 
night first  class  on-time  service  performance  for  some  areas?  We 
used  to  have  it  in  suburban  Maryland,  but  I've  noticed  the  last  two 
cycles  it's  not  mentioned  in  terms  of  the  percentage  of  overnight 
first  class  on  time.  Why  was  it  suddenly  dropped? 

Mr.  RUNYON.  I  can't  answer  that.  I  will  supply  it  for  the  record 
though. 

[The  information  referred  to  follows:] 

The  External  First-Class  (EXFC)  measurement  system  is  designed  to  provide 
quarterly  estimates  of  First-Class  Mail  service  performance  to  96  cities  from  their 
overnight,  two-day,  and  three-day  service  commitment  areas.  These  96  cities  to- 
gether encompass  300  3-digit  ZIP  Code  areas  which  account  for  about  60%  of  the 
nation's  destinating  First-Class  Mail  volvune.  One  of  the  96  EXFC  cities  is  called 
"Southern  Maryland".  This  city  includes  3-digit  ZIP  Codes  206,  207,  and  208.  ZIP 
Codes  206  and  208  have  been  included  in  EXFC  city  Southern  Maryland  since  sys- 
tem inception  in  Postal  Quarter  IV,  FY  1990  (summer  1990).  ZIP  Code  207  was 
added  to  EXFC  city  Southern  Maryland  in  Postal  Quarter  I,  FY  1992  (fall  1991). 

The  Customer  Satisfaction  Index,  or  CSI,  is  a  mail-out,  mail-back  opinion  survey 
of  household  postal  customers  in  170  metropolitan  areas  designed  to  provide  USPS 
field  managers  the  ability  to  assess  customer  satisfaction  at  an  operational  and  ac- 
tionable level  each  Postal  Quarter.  Two  of  the  170  CSI  metropolitan  areas  are 
"Southern  Maryland"  and  "Suburban  Maryland".  Both  of  these  metropolitan  areas 
have  been  in  CSI  since  system  inception  in  Postal  Quarter  I,  FY  1991  (fall  1990). 
CSI  metropoUtan  area  Southern  Maryland  includes  3-digit  ZIP  Codes  206  and  207, 
and  CSI  metropoUtan  area  Suburban  Maryland  includes  3-digit  ZIP  Codes  208  and 
209. 

Mrs.  MoRELLA.  Good.  Fine.  Thank  you. 

Mr.  Clay.  Thank  you. 

Mrs.  MORELLA.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Clay.  Mr.  Sawyer. 

Mr.  Sawyer.  Thank  you,  Mr.  Chairman. 
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Just  from  my  experience,  I've  made  substantial  use  of  priority 
mail  and  the  2-day  delivery  and  it's  been  extraordinarily  reliable. 
I  may  use  it  for  things  like  personal  messages  that  I  want  to  arrive 
with  real  promptness,  and  it's  been  effective. 

Let  me  shift  gears  a  little  bit.  One  of  the  things  that's  going  on, 
I  think,  in  the  country  is  a  shift  in  the  way  in  which  we  employ 
and  manage  large  employment  situations  in  many  smaller  settings 
than  used  to  be  the  case.  Many  communities  used  to  take  comfort 
when  they  thought  of  economic  security  in  seeing  thousands  of  peo- 
ple going  into  very  large  centrally  located  complexes,  and  that  was 
what  they  equated  with  industrial  production.  Today  we  see  an 
American  work  place  that  is  made  up  of  many  more  disbursed 
smaller  settings  that  may  employ  even  more  people  than  the  old 
large  ones  but  which  don't  have  the  visibility  that  they  otherwise 
would  have. 

It's  a  mirror  in  many  ways  of  what  the  Postal  Service  has  been 
for  a  very  long  period  of  time.  So,  while  we  can  conceive  of  the 
Postal  Service  as  being  a  very  large  system,  our  experience  with  it 
is  in  terms  of  very  small,  relatively  small  workplace  settings.  So  it's 
hard  to  conceive  of  the  massive  difficulties  that  moving  a  very  large 
organization  entails.  And  yet,  I  think  that  much  of  what  we  have 
to  learn  about  changing  workplace  settings  we  are  learning  today 
in  real  time  in  the  Postal  Service.  You  are,  in  some  ways,  learning 
those  lessons  for  us.  Mrs.  Norton  mentioned  the  kinds  of  learning 
that  we  took  from  the  buy  out  that  you  had  experienced. 

Let  me  just  touch  on  a  couple  of  areas.  I'd  appreciate  it  if  you 
could  tell  me  the  kinds  of  things  that  we're  learning  in  these  areas 
from  your  experience.  In  terms  of  occupational  safety  and  health, 
you're  rapidly  going  through  a  technological  transition.  The  kind  of 
ergonomic  problem  that  come  about  as  a  result  of  that  have  been 
particularly  focused  in  the  Postal  Service. 

The  experience — the  lessons  that  we've  learned  about  how  to 
manage  in  an  environment  of  sensitivity  to  discrimination  and  sex- 
ual harassment  represent  another  arena.  The  area  of  substance 
abuse  of  various  kinds,  drug  and  alcohol  and  the  employee  assist- 
ance programs  that  go  with  that.  All  of  these  are  areas  in  which 
I  suspect,  given  the  enormous  size  and  diversity  and  change  that's 
going  on  on  a  continuous  basis  in  the  Postal  Service  represent  a  set 
of  lessons  that  America,  as  a  workplace,  can  learn  from  what 
you've  undertaken. 

Could  you  talk  about  each  of  those  areas  and  just  give  us  a  sense 
of  the  kinds  of  positive  lessons  that  you've  learned  and  the  direc- 
tion that  you're  going. 

Mr.  RUNYON.  We're  certainly  not  immune  from  any  one  of  those 
problems  that  you're  talking  about.  You're  right.  We  are  broken 
down  into  smaller  elements.  When  you  go  to  a  post  office  station, 
there  might  be  50-70  people  there.  They  work  as  a  team.  They 
have  what  they  call  stand  up  meetings  to  discuss  all  those  kinds 
of  things. 

We've  put  in  place  counselors  in  each  of  our  districts  who  are 
professional  psychiatrists,  psychologists,  and  then,  in  addition  to 
that,  one  thing  we've  learned  is  that  it's  very  helpful  to  have  them 
there  but  when  a  person  needs  counseling  and  help,  if  they  get 
counseled  and  helped  by  a  person  outside  the  Postal  Service,  an- 
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other  service  out  there,  because  they  feel  better  about  that.  If  you 
don't  feel  good  going  to  your  boss,  are  a  postal  employee  and  say, 
I've  got  a  real  problem  with  such  and  so,  with  drug  abuse,  for  ex- 
ample, because  they're  afraid  that  their  boss  will  say,  okay,  you  get 
it  fixed  or  you  get  out.  That  could  be  a  reaction.  With  the  coun- 
selor, they  feel  comfortable  sa3dng  I  have  a  problem  and  I  need  to 
see  a  counselor  and  they  will  set  that  up  so  they  can  see  them.  And 
they  know  that  they  can  discuss  that  in  total  privacy.  It  will  not 
get  back  to  us.  We  don't  want  to  know  what  they  do  there  other 
than  to  have  maybe  a  general  report  that  says,  well,  this  month 
there  were  800  people  who  talked  about  drug  abuse  or  something 
of  that  nature  so  that  we  know  how  severe  the  problem  might  be 
in  the  post  office. 

Mr.  Sawyer.  So  you  have  some  assurance  that,  in  fact,  the  coun- 
seling is  taking  place  and  that  the  employee  is  seeking  help. 

Mr.  RuNYON.  Yes.  And  by  the  way,  by  doing  this,  we  have  more 
people  take  advantage  of  that  than  they  used  to  when  they  came 
to  postal  employees  to  do  that  and  I  would  very  much  like  to  let 
that  group  of  people  who  have  organized  that  for  us  in  the  Postal 
Service  to  come  to  your  staffs  or  your  committees  and  explain  to 
you  that  program  that  we  have  put  in  place  because  I  think  it's  a 
very  good  program  and  could  be  used  in  a  lot  of  different  t3rpes  of 
circumstances. 

Mr.  Sawyer.  I  have  one  more  question  that  I'd  like  to  ask.  It 
flows  from  what  you've  asked  about.  I  will  get  back  to  directly  on 
questions  of  the  lessons  that  we've  learned  in  ergonomics  and  in 
discrimination  and  sexual  harassment  because  I  do  think  there  is 
a  great  deal  that  many  of  the  rest  of  us,  both  in  government  set- 
tings and  in  private  sector  settings,  have  to  learn  from  your  experi- 
ence. 

Mr.  RUNYON.  Yes. 

Mr.  Sawyer.  One  of  the  most  difficult  areas,  I  suspect,  and  one 
in  which  the  Postal  Service  is  under  closer  scrutiny  than  perhaps 
any  other  is  not  only  the  employee  consequences  of  substance 
abuse  but  the  profile  that  the  use  of  the  Postal  Service  for  the  con- 
duct of  commerce  in  controlled  substances  and,  in  fact,  the  poten- 
tial for  violence  in  postal  settings.  Clearly,  at  least  in  terms  of  vio- 
lence, the  numbers  that  you've  experienced  are  actually  lower  than 
the  American  workplace  in  general,  but  the  profile  that  those  kinds 
of  events  create  is  much  higher  than  most  other  work  settings  and 
so  there's  a  great  deal  to  be  learned. 

I'm  particularly  concerned  about  the  way  in  which  you're  able  to 
manage  a  security  system,  the  effectiveness  of  not  only  the  Inspec- 
tion Service  but  the  specific  on-site  security  that  both  patrons  and 
employees  rely  on.  I  recognize  that  it's  particularly  difficult  in  as 
diffuse  a  setting  as  the  one  that  we're  talking  about.  But  could  you 
talk  for  just  a  moment  about  the  kinds  of  successes,  the  kinds  of 
continuing  concerns  that  exist  with  regard  to  security  and  particu- 
larly illegal  trafficking  of  one  kind  or  another. 

Mr.  RuNYON.  The  security  and  safety  issue  is  one  that  varies 
from  city  to  city.  We  have  some  stations  where  we  have  bulletproof 
glass  and  in  some  stations  we've  recently  changed  the  bulletproof 
glass  to  a  more  bulletproof  glass  because  the  weapons  are  becoming 
more  substantial  than  they  used  to  be.  What  used  to  be  safe  in  pro- 
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tection  from  guns  is  no  longer  safe  and  so  we've  had  to  upgrade 
that. 

We  have  letter  carriers  who  go  into  areas  of  very  difficult  situa- 
tions. At  this  same  newspaper  meeting  that  I  was  at  that  I  just 
mentioned,  one  of  the  persons  said  to  me,  listen,  how  do  you  go 
about  stopping  mail  delivery  in  a  city  and  why  do  you  do  that?  I 
said,  well,  I'm  not  aware  that  we  stop  mail  delivery  in  a  city.  They 
said,  well,  we  understand  that  in  Venice,  California  you  are  not  de- 
livering mail  any  more.  I  said,  really?  I  didn't  know  that.  So  I  went 
back  and  found  out  that  what  happened  in  Venice,  California  is 
that  the  letter  carrier  was  in  the  vehicle  going  down  the  road  and 
there  were  two  gangs  either  side  of  the  street  firing  at  each  other. 
The  letter  carrier  took  a  bullet  in  the  vehicle,  went  back  to  the  post 
office  and  explained  what  had  happened,  very  shaken.  Very  shak- 
en. 

Mr.  Sawyer.  Understandably. 

Mr.  Ru^fYON.  And  they  talked  about  it  at  the  post  office.  Some- 
thing like  this  happens,  our  people  have  great  support  for  each 
other  because  they  know  there  but  for  the  grace  of  God  go  I.  You 
know,  that's  the  way  it  is.  They're  doing  that  same  thing.  And  they 
talked  about  it  and  they  said,  well,  we  need  to  get  the  mail  back 
out  there  but  why  don't  we  go  out  and  talk  to  the  people  in  the 
neighborhood  and  find  out  how  we're  going  to  get  the  mail  deliv- 
ered. And  so  they  did  that  and  they  called  a  neighborhood  meeting 
and  the  people  got  together  and  said,  look,  the  best  time  for  you 
to  come  in  here  is  before  11:00  in  the  morning  because  that  activity 
doesn't  take  place,  they  don't  start  dealing  drugs  and  things  until 
later  in  the  afternoon,  so  you  want  to  come  early.  We're  still  deliv- 
ering the  mail  in  Venice,  California,  but  it's  a  difficult  thing. 

A  lot  of  our  employees,  they're  safe  because  they  are  letter  car- 
riers and  they're  safe  because  people  know  who  they  are  and  they 
know  what  they're  bringing  to  them.  The^re  bringing  social  secu- 
rity checks,  other  checks  of  whatever  kind,  and  they  need  them. 
They  need  to  get  it.  They  can't  get  out  to  get  it.  And  so  they  want 
them  to  come. 

So  from  that  standpoint,  they're  safe  but,  on  the  other  hand,  they 
work  under  very  trying  situations. 

We  have  another  situation  that's  been  really  bothering  me  on 
safety.  When  we  have  a  snow  storm  that's  so  severe  that  the  mayor 
of  a  city  says,  this  is  a — we're  in  an  emergency  situation.  The  City 
must  be  shut  down.  We  deliver  the  mail.  We  don't  tell  people,  don't 
deliver  the  mail.  We  tell  people,  be  sure  you're  safe.  Our  people  are 
so  dedicated  that  they  just  know  they're  going  to  be  safe.  The  re- 
sult is  we're  now  getting  in  the  results  of  accidents  during  this  re- 
cent snow  storm. 

Mr.  Clay.  Will  the  gentleman  conclude. 

Mr.  Sawyer.  I  appreciate  that,  Mr.  Chairman.  I  do  understand 
the  dedication,  the  extraordinary  effort  that  was  made,  particularly 
this  last  winter  in  the  Midwest  facing  the  kinds  of  winds  and  tem- 
peratures that  were  genuinely  dangerous. 

I  remain  concerned  about  whether  or  not  the  internal  security  of 
the  Postal  Service  really  is  evolving  as  quickly  as  the  demands  and 
expectations.  I  understand  the  extraordinary  record,  better  by  a 
significant  degree  than  has  been  experienced  broadly  throughout 
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the  American  workplace.  Again,  concerned  about  the  structural 
changes  that  are  taking  place  broadly  within  the  Service  in  order 
to  accommodate  those  changes,  particularly  among  the  security 
measures,  both  in  terms  of  specific  postal  sites  and  in  terms  of  the 
long-range  Inspection  Service. 

I  will  conclude  my  questions  with  that  thought,  Mr.  Chairman, 
and  thank  the  Postmaster  General  for  his  responses. 

Mr.  Clay.  Thank  you,  Mr.  Sawyer. 

Ms.  Norton. 

Mr.  Oilman.  Mr.  Chairman,  I'm  being  called  to  the  floor.  Could 
I  just  make  a  brief 

Mr.  Clay.  No.  These  two  individuals  have  been  here  for  2  hours, 
almost  2  hours.  You  just  got  here,  Mr.  Oilman. 

Mr.  Oilman.  Mr.  Chairman,  with  your  permission,  I  ask  that  my 
statement  be  made  part  of  the  record. 

Mr.  Clay.  Without  objection,  it  will  be  put  in. 

Mr.  Oilman.  And  the  questions  I  have  to  ask  the  Postmaster 
Oeneral  will  be  brief  and  appreciate  his  being  here.  Could  they  be 
responded  to? 

Mr.  Clay.  The  questions  will  be  forwarded  along  with  other 
questions.  Thank  you. 

Mr.  Oilman.  I'm  sorry  I  have  to  go. 

Mr.  Clay.  Yes. 

Ms.  Norton. 

Ms.  Norton.  Thank  you,  Mr.  Chairman. 

Mr.  Postmaster,  I'd  like  to  get  at  some  problems  that  are  more 
general  in  the  Post  Office  according  to  your  own  statistics,  in  part 
by  looking  at  this  region.  I  note  your  Roper  finding  results  here 
and  you  have  an  on-time  delivery  rate  nationally  of  about  84  per- 
cent. Now,  in  the  D.C.  metropolitan  area,  we  have  one  of  the  lowest 
in  the  country,  68  percent.  Interestingly,  New  York  is  even  lower 
at  67  percent. 

Now,  I  looked  through  here  to  see  if  I  could  find  a  patten,  and 
looking  quickly,  I  am  unable  to  find  a  pattern.  For  example,  I  said, 
"oh,  large  city."  But  I  mean  Chicago  had  a  better,  considerably  bet- 
ter rate.  Buffalo;  that  wasn't  the  pattern.  So  I'm  really  trying  to 
discover  why  there  would  be  such  large  swings  and  gaps  among 
cities  and  other  localities  that  are  similarly  situated.  How  can  one 
explain  very  significantly  different  on-time  rates  between,  for  ex- 
ample, similarly  situated  large  cities? 

Mr.  Runyon.  Joe,  would  you  take  that. 

Mr.  Caraveo.  Yes.  We  recently  had  those  meetings  I  was  talking 
about,  the  area  meetings,  we  had  one  with  Mr.  Harris  and  Mr. 
Payne  and  their  staff".  They're  the  two  area  managers  in  the  mid- 
Atlantic  area.  We  had  the  meeting  in  Virginia.  And  one  of  the 
things  we  did  was  try  to  get  with  them  and  try  to  analyze  what's 
causing  some  of  their  problems  in  that  EXFC  overnight  score  that 
you're  referring  to.  And  a  lot  of  it  has  been  with  not  making  our 
collections  at  the  time  that  they're  stated  on  the  box.  The  way  we 
take  that  test,  Price-Waterhouse  does  the  testing,  and  they  put  the 
cards  into  the  mail  box  depending  on  when  the  collection  is  and 
they  try  to  do  it  like  a  half  an  hour  before  the  collection.  But  if  the 
carrier  comes  earlier,  and  this  frequently  happens,  or  sometimes 
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even  misses  the  box  and  it  won't  get  in  until  the  next  day  and 
when  that  happens  we  call  it  zero  bundle. 

Now,  what  we've  done  in  some  places,  we  have  not  kept  our 
records  as  well  as  we  should  and  the  time  on  the  box  is  not  the 
same  as  the  time  that  the  carrier  has  on  his  or  her  route  schedule 
as  to  when  they're  supposed  to  be  there.  Also,  sometimes  when  we 
have  a  substitute  carrier,  we  have  not  been  providing  them  with 
the  accurate  collection  time.  And  we  know  that's  a  problem  here, 
that  it's  been  worked  on  and  they're  really  doing  some  things  to 
check  on  their  collection  testing.  They  have  a  little — ^two  things 
that  they're  doing. 

One  is  they're  putting  different  color  placards  in  the  collection 
boxes,  a  red  and  a  blue,  so  if  they  come  in  on  Tuesday  and  they 
see  that  the  placard  is  blue  and  it  should  be  red,  then  they  know 
somebody  didn't  collect  from  that  box  the  previous  day.  These  are 
things  that  have  worked  in  other  places. 

Another  thing  we  do  is  we  have  a  little  device  in  each  box  which 
tells  what  time  the  collection  box  is  actually  collected  by  the  car- 
rier. When  they  go  back  to  the  main  office  they  can  check  the  read- 
er and  see  whether  or  not  it  was  collected  on  time.  So  we're  on  top 
of  the  situation.  We  think  that's  probably  going  to  have  probably 
a  seven-to-eight  point  increase  in  the  scores. 

We  do  have  other  problems,  but  we're  working  on  them. 

Ms.  Norton.  This  is  what  you're  doing  in  the  D.C.  metropolitan 
region? 

Mr.  Caraveo.  Yes,  ma'am. 

Ms.  Norton.  You're  doing  this  in  New  York,  as  well? 

Mr.  Caraveo.  Well,  New  York  started  that  earlier.  They  were 
doing  it  in  some  sections  in  New  York  and  some  they  weren't.  For 
example,  they're  not  doing  it  in  Los  Angeles  but  their  scores  are 
higher. 

Ms.  Norton.  Yes.  Well,  the  very  fact  that  you  have  every  con- 
ceivable variable  of  location  means  all  you  got  to  do  is  look  at  the 
ones  that  work  to  find  out  what  they  are  doing  to  make  it  work 
and  you've  got  your  answer  right  there.  You  don't  even  have  to  go 
outside  of  your  own  universe  to  discover  it. 

Mr.  Caraveo.  Exactly. 

Ms.  Norton.  And  so  I  take  it  that  these  are  things  you're  bring- 
ing from  other  cities  to  this  region? 

Mr.  Caraveo.  We're  doing  them.  Yes,  ma'am. 

Ms.  Norton.  I  mean  other  regions  to  this  region? 

Mr.  Caraveo.  Yes,  ma'am. 

Ms.  Norton.  As  I  understand  it,  there's  a  new  policy,  at  least 
for  carriers  in  the  District,  to  complete  all  their  routes  by  4:30  p.m. 
and,  from  what  we've  been  able  to  understand,  that  has  resulted 
in  nondelivery  of  some  mail  because  they've  not  been  able  to  de- 
liver all  the  mail  by  4:30  p.m.  Could  you  give  me  some  understand- 
ing of  what  the  old  time  used  to  be?  I  mean  is  this,  in  fact,  the  case 
and,  if  there  has  been  a  change,  why  has  there  been  a  change  in 
the  time  for  completion? 

Mr.  Caraveo.  This  is  not  a  policy.  It  came  to  our  attention.  The 
allegations  were  that  carriers  were  to  be  back  in  the  office  if  they 
didn't  complete  their  deliveries.  And  that  is  not  a  policy,  either 
postal  or  area  policy. 
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Ms.  Norton.  What  is  not  a  policy? 

Mr.  Caraveo.  That  carriers  would  stop  delivering  mail  at  4:30. 
All  first  class  mail  is  supposed  to  be  delivered  on  the  date  the  car- 
rier puts  it  in  the 

Ms.  Norton.  Where  did  this  come  from  then?  You  heard  it,  too. 
I  mean  how  did  this  happen? 

Mr.  Caraveo.  I'll  tell  you  the  truth.  I  really  don't  know.  It  just 
came  to  my  attention  in  something,  I  read  something  in  some  pub- 
lication somewhere,  and  I  really  can't  recall  exactly  what  it  was  but 
I  got  to  Sam  Green  and  I  said,  what  is  this?  He's  the  senior  vice 
president  for  customer  services.  And  he  didn't  know  where  it  came 
from  and  we  called  Mr.  Harris.  Mr.  Harris  said  that  was  not  a  pol- 
icy, it  was  a  goal,  and  somebody  was  literally  interpreting  the  goal 
to  be  in  off  the  street  by  4:30  as  sa3dng  that  if  you're  not  back  by 
4:30,  you  bring  the  mail  back,  and  that  has  never  been  enunciated. 

Ms.  Norton.  But  see,  Mr.  Caraveo,  upon  further  examination,  it 
becomes  clear  that  that  didn't  just  fall  out  of  the  air,  that  somebody 
had,  in  fact,  said,  you  ought  to  be  able  to  finish  your  work  by  4:30 
and  somebody  did  take  him  seriously  and  management  did  not  con- 
vey its  instructions  appropriately. 

Mr.  Caraveo.  I'm  sorry  if  I  misspoke.  It  really  was  a 

Ms.  Norton.  You  said  you  didn't  know  where  it  came  from  and 
then,  you  know,  only  when  I  cross-examined  you,  do  you  find  out 
where  it  came  from. 

Mr.  Caraveo.  It  was  a  goal  but  it  was  not  a  policy.  The  goal  was 
to  get  the  mail  delivered  by  4:30. 

Ms.  Norton.  The  same  semantical  distinction  that  you  are  mak- 
ing before  us  is  precisely  what  led  to  the  confusion  in  the  field. 

Mr.  Caraveo.  Could  well  have  been. 

Mr.  Clay.  Will  the  gentlelady  yield? 

Ms.  Norton.  Yes,  indeed,  sir. 

Mr.  Clay.  If  it's  a  goal,  tell  me,  don't  you  run  tests  to  determine 
how  long  it  takes  to  cover  a  route? 

Mr.  Caraveo.  Each  route  is  established  to  be  an  8-hour  route 
and  we  have  a  scheduled  leaving  time  and  a  scheduled  returning 
time. 

Mr.  Clay.  Then  why  would  you  set  as  a  goal  4:30  if  you  have  run 
tests  to  say  it's  an  8-hour  route?  It  should  be  8  hours  from  the  time 
you  started  on  your  route,  shouldn't  it? 

Mr.  Caraveo.  It  should  be  if  the  routes  were  properly  adjusted 
and,  in  some  cases,  the  routes  are— — 

Mr.  Clay.  Then  you  don't  run  tests. 

Mr.  Caraveo.  Well,  the  routes  are  established  on  an  8-hour  pat- 
tern. Now,  what  happens  is  sometimes  you  have  substitutes  on  the 
route  who  don't  know  all  the  most  efficient  ways,  and  that's  a 
shortcoming.  Other  times  the  volume  is  a  lot  heavier.  These  things 
happen. 

Mr.  Clay.  I  thank  the  gentlelady  for  yielding. 

Ms.  Norton.  Yes,  sir.  What  steps  have  been  taken  to  clarify  this 
nonpolicy  which  is  a  goal  and  which  has  resulted  in  some 
miscommunication  or  lack  of  clarification  in  the  field? 

Mr.  Caraveo.  Well,  let  me — what  steps  will  be  taken  is  that  I'll 
make  sure  that  we  send  out  a  letter  from  my  office  enunciating 
that  this  is  not  a  practice  that  is  to  be  followed. 
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Ms.  Norton.  And  you  can  assure  us  that  that  information  will 
get  to  the  Postal  Service  worker  in  the  field? 

Mr.  Caraveo.  Yes,  ma'am. 

Ms.  Norton.  The  fact  is  there  is  confusion  and  my  office  has,  in 
fact,  received  word  of  that  confusion,  and  I  suppose  what  I'm  ask- 
ing you  to  do  is  to  clarify  the  policy.  I  can  certainly  understand  the 
Postal  Service  saying,  "I'd  like  you  to  be  through  by  a  certain 
time."  Could  I  press  that  further  though?  What  was  the  reason  for 
wanting  them  back  in  the  office? 

Mr.  Caraveo.  We  don't  like  them  delivering  after  dark  if  it's  at 
all  possible. 

Ms.  Norton.  Well,  of  course,  it  won't  be  after  dark. 

Mr.  Caraveo.  No,  it  won't  now.  No.  We'll  submit  a  copy  of  my 
letter  for  your  files.  I'd  be  glad  to  do  that. 

[The  information  referred  to  follows:] 

Last  year  we  asked  you  to  work  towards  having  letter  carriers  return  from  their 
routes  before  dusk.  In  some  cases  this  request  has  been  appUed  as  a  mandate  with 
absolute  cut  off  times  such  as  3:30  p.m.  or  4:30  p.m.  It  has  also  been  interpreted 
in  some  places  to  condone  carriers  not  completing  delivery  of  their  mail. 

To  meet  both  the  needs  of  our  customers  and  the  safety  needs  of  our  employees, 
it  is  important  that  delivery  be  completed  as  early  as  possible  on  a  consistent  basis, 
and  that  every  effort  be  made  to  have  carriers  off  the  streets  before  dusk.  However, 
all  deliveries  must  be  completed  each  day. 

Through  prudent  schediiling,  management  of  overtime,  auxiliary  assistance,  pivot- 
ing, etc.,  these  objectives  can  be  achieved.  We  owe  it  to  our  employees  and  cus- 
tomers to  offer  the  best  possible  service  while  maintaining  a  safe  and  efficient  work- 
ing environment. 

Ms.  Norton.  The  Chairman's  point,  though,  is  well  taken.  You 
seem  to  have  changed  the  work  hours  at  the  bottom  end  on  people 
without  giving  them  the  time,  even  as  a  goal,  to  complete  their 
work.  That  raises  difficulties.  And  so  I  suppose  what  I'm  concerned 
about  is  even  the  goal  in  the  winter  may  simply  make  it  impossible 
for  people  to  deliver  the  mail,  given  the  problems  you've  already 
had  in  nondelivery  of  mail,  apparently  by  abuse.  This  looks  like  not 
an  abuse,  but  for  at  least  some  carriers,  an  impossibility.  Even 
though  I  certainly  sympathize  with  you  on  wanting  to  get  people 
back  beforehand,  it  seems  to  me  you're  going  to  have  to  move  the 
hours  up  on  the  other  end  or  find  other  ways  to  make  sure  these 
people  get  their  mail  delivered  and  don't  think  that  they've  done 
the  best  they  can  and  just  come  home  with  it. 

Mr.  Caraveo.  Yes,  ma'am.  Our  objective  is  for  our  carriers  to 
have  routes  that  last  8  hours  and  they  usually  start  delivering  mail 
about  8:30,  quarter  to  nine.  They  usually  get  in  the  office  an  hour 
before  that  so,  unless  they  have  extreme  large  volumes  that  are  not 
taken  into  consideration  because  of  a  fluctuation,  the  only  reason 
they  should  be  out  after  dark  or  after  4:30,  or  even  after  3  o'clock 
actually,  is  because  either  there's  an  absence,  in  which  case  we 
sometimes  pivot  routes  so  that  somebody  takes  a  portion  of  some- 
one else's  route  or  take  other  actions. 

Mr.  Clay.  May  I  ask  the  young  lady  to  ask  a  closing  question 
now  so  I  can  recognize  Ms.  B3rme.  If  you  want  to  come  back,  I  can 
come  back  to  you  if  you  want. 

Ms.  Norton.  Thank  you,  Mr.  Chairman. 

The  bottom  line  here  is  you  should  just  try  telling  them,  "Don't 
come  home  until  all  the  mail  is  delivered."  That  I  think  they'd  un- 
derstand. 
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Final  question.  The  10.3  percent  across-the-board  rate  hike 
doesn't  seem  to  contain  the  usual  moneys  for  collective  bargaining 
activities,  including  items  that  collective  bargaining  is  supposed  to 
secure,  like  pay  raises  for  employees.  Is  this  the  case?  Am  I 
misreading  your  materials? 

Mr.  Riley.  The  current  10.3  across-the-board  rate  increase  does 
contain  the  same  type  of  increased  availability  of  funds  for  craft 
wage  increases  that  were  in  the  last  case.  It's  a  wage  index  minus 
1  percentage  point.  It's  an  overall  inflation  rate. 

Ms.  Norton.  So  it  includes  all  the  moneys  for  the  usual  collec- 
tive bargaining  activities?  The  10.3-percent  hike  does,  in  fact,  take 
account  of  all  that  past  budgets  have  accounted  for? 

Mr.  Riley.  We  did  it  the  same  way  this  time  as  we  did  it  last 
time.  The  Postmaster  General  may  want  to  speak  to  the  rest  of 
that  question. 

Mr.  RUNYON.  It's  rather  difficult.  Collective  bargaining  of  and  by 
itself  is  just  that  and  you  sit  down  and  you  bargain  and  you  don't 
know  what  the  outcome  is  going  to  be  and  what  we  have  to  do 
when  we  sit  down  to  make  a  rate  case,  we  put  in  there  what  we 
think  is  our  best  estimate  of  what  that's  going  to  come  out.  In  this 
case,  we  used  what  had  transpired  before. 

On  the  Larry  King  Show,  Larry  King  asked  Moe,  what  do  you 
think  about  10.3?  Is  that  high  enough?  He  said,  well,  I'd  like  to 
have  it  2  or  3  percent  higher.  And  he  said,  why?  Do  you  just  want 
more  wages?  I  think  that's  the  way  the  conversation  went.  He  said, 
no,  that's  not  it  at  all.  I  just  think  that  it  would  be  better. 

But  collective  bargaining  is  a  process.  It's  just  that.  And  it  really 
needs  to  be  interest  based  bargaining.  Interest  based  means  every- 
body puts  their  interests  on  the  table.  I've  got  an  interest  in  having 
employees  make  more  money.  I've  got  an  interest  in  having  people 
work  so  many  hours.  And  that  may  be  one  side.  The  other  side 
says,  well,  I've  got  an  interest  in  reducing  our  cost.  I've  got  an  in- 
terest in  increasing  our  productivity.  And  you  put  all  those  inter- 
ests together  and  then  you  try  to  figure  out  what  is  the  best  solu- 
tion to  those.  Sometimes  it's  not  even  money  that  the  people  really 
want  the  most.  It  may  be  a  change  in  working  conditions.  And 
those  are  all  part  of  the  collective  bargaining  process,  but  we  do 
have  in  there  the  same  money,  unless  I'm  mistaken,  that  was  paid 
last  time. 

Ms.  Norton.  If  Moe  thinks  it's  Jn  there,  then  I  have  to  assume 
it's  in  there. 

Mr.  Clay.  A  10.3-percent  increase  for  the  workers.  Is  that  it? 

Mrs.  Byrne. 

Mrs.  Byrne.  Mr.  Chairman,  I  have  a  statement  that  I'd  like  to 
enter  into  the  record,  and  some  questions 

Mr.  Clay.  Without  objection,  so  ordered. 

Mrs.  Byrne  [continuing].  To  be  answered  later  on. 

[The  prepared  statement  of  Hon.  Leslie  L.  Byrne  follows:] 

Prepared  Statement  of  Hon.  Lesue  L.  Byrne,  a  Representative  in  Congress 
From  the  State  of  Virginia 

Mr.  Chairman,  I  am  pleased  that  we  are  being  given  the  opportunity  to  discuss 
and  evaluate  the  future  operations  of  the  Postal  Service.  But  I  believe  that  before 
we  examine  where  the  service  is  going,  we  need  to  discuss  where  it  is  now. 
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Much  of  the  recent  literature  coming  from  the  Postmaster  General's  office  has 
painted  a  portrait  of  an  institution  that  is  rapidly  improving  its  performance,  both 
financial  and  in  terms  of  customer  satisfaction.  While  this  may  be  Postmaster  Gen- 
eral Runyon's  view  of  the  world,  it  is  not  what  I  see  or  hear. 

I  get  more  complaints  about  the  post  office  than  about  all  other  federal  agencies 
combined,  not  only  from  the  pubUc  but  also  from  the  postal  employees  themselves. 
They  tell  me  they  can't  get  the  mail  out  on  time  because  they  are  already  being 
asked  to  do  three  people's  jobs  at  once  and  are  expected  to  do  it  under  the  con- 
straints of  a  40  hour  work  week  under  adverse  circumstances — including  poorly 
trained  and  inexperienced  management,  racial  tensions  and  unsafe  working  condi- 
tions. 

For  example,  when  mail  service  was  completely  curtailed  in  the  Washington  met- 
ropolitan area  during  the  winter  weather  last  January,  I  heard  complaints  from 
postal  employees  themselves  who  wanted  to  do  their  job  but  did  not  have  the  tools 
they  needed  to  get  the  job  done,  because  their  individual  post  offices  had  to  go  with- 
out emergency  equipment  following  budget  cuts. 

I  found  management's  explanation  that  they  curtailed  services  because  it  was  not 
safe  outside  to  be  a  little  distvu-bing,  since  a  majority  of  their  own  employees  do  not 
rate  postal  facilities  as  a  safe  place  to  work.  It  seems  to  me  that  the  management 
of  the  service  is  more  concerned  with  their  employees'  safety  out  on  the  streets  than 
inside  their  own  facilities. 

Last  fall  I  introduced  legislation  to  stop  the  postal  service's  logo  re-design.  Not 
only  have  116  members  of  Congress  and  a  quarter  of  this  committee  cosponsored 
the  bill,  but  I  have  heard  from  hundreds  of  postal  employees — both  in  my  district 
and  around  the  nation — who  were  outraged  that  the  service  is  shortchanging  them, 
while  they  are  splurging  on  a  new  eagle. 

I  am  sure  you  know  how  all  of  our  constituents  feel  about  pa3ing  more  for  stamps 
next  year  when  the  Post  Office  is  using  the  money  to  put  a  new  eagle  on  stationery, 
trucks  and  mail  boxes.  It  does  not  matter  that  we  have  the  lowest  postal  rates  in 
the  industrialized  world  if  we  are  going  to  raise  the  price  of  stemips  to  subsidize  a 
new  logo  and  not  improve  working  conditions  for  postal  employees.  Cosmetic 
changes  are  not  investing  in  our  postal  workers  or  improving  service. 

I  appreciate  the  service's  interest  in  moving  their  operations  into  the  21st  century, 
with  computer  mail  and  electronic  transactions.  But  I  do  not  see  how  they  can  even 
begin  to  consider  any  of  these  moves  until  they  empower  their  employees  to  deliver 
the  mail  efficiently  and  on  time.  The  employees  of  the  Postal  Service  demand  better, 
and  so  do  the  American  people. 

Mrs.  Byrne.  I  was  interested  in  your  survey  and  I  had  run 
across  one  that  was  done  by  Opinion  Research  Corporation  in  1993 
of  September  and  it  shows  that  Northern  Virginia  ranks  near  the 
bottom  in  terms  of  customer  satisfaction  with  postal  service,  and 
that's  what  I'm  hearing  on  a  day-to-day  basis,  and  I  think  Mrs. 
Norton  alluded  to  some  of  the  problems  that  we  have  in  the  dis- 
tribution center.  And  as  you  went  on  to  explain  some  of  those  prob- 
lems, you  talked  about  misdirected  mail  and  mishandled  mail  and 
the  color  coding  system  that  is  currently  in  place. 

A  couple  of  days  ago  I  was  given  these.  These  are  routing  slips 
that  indicate  each  one  of  these  slips  is  a  piece  of  mishandled  bag. 
It's  not  a  letter.  It's  a  bag  of  mail.  Each  one  of  these  routing  slips. 
This  is  for  March  17th  and  30th  and  these  are  the  color  coding  sys- 
tem that  you  were  talking  about  and,  unfortunately,  most  of  the 
colors  in  here  are  wrong  and  I  can  go  through  with  you  and  point 
out  why  they're  wrong.  But  I'm  sure  you  understand  that  you  have 
a  serious  problem,  particularly  in  the  Dulles  distribution  center. 

And  I'm  wondering,  having  taken  a  courageous  move  and  gone 
to  Chicago,  would  you  be  willing  to  come  to  Dulles  and  fmd  out 
what's  going  on  there? 

Mr.  Caraveo.  You  want  me  to  handle  that? 

Mr.  RuNYON.  Yes. 

Mr.  Caraveo.  Well,  I'm  kind  of  familiar  with  Northern  Virginia 
because  I  was  the  first  manager  there.  Well,  a  long  time  ago,  back 
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in  1971,  I'm  the  one  that  established  the  Merrifield  facihty  in  1972. 
Dulles  is  a  new  one.  I  have  personally  been  out  there,  but  frankly, 
I  have  not  been  there  to  look  at  the  service  operation  per  se.  I  just 
went  out  there  to  familiarize  myself  with  it,  but,  I'll  be  more  than 
pleased  to  look  into  it. 

Mrs.  Byrne.  Would  you  come  out  there?  Is  that  a  commitment 
that  you  would  come  out  there  and  see  what's  going  on  there? 

Mr.  Caraveo.  Yes.  I  will. 

Mrs.  Byrne.  Terrific. 

And  in  the  interest  of  time,  Mr.  Chairman,  I  just  have  one  other 
question.  I  know  that  at  least  116  other  people  in  Congress  agree 
with  me  that  after  our  concerns  that  have  been  expressed  today 
about  what's  going  on  in  the  Postal  Service — and  I  agree  with  you 
that  the  Postal  Employees  are  some  of  the  most  hardworking,  dedi- 
cated people  I  have  met,  but  we  do  have  some  problems  to  address 
and  that  spending  $10  million  on  a  cosmetic  change  like  redesign- 
ing the  logo  has  made  people  doubt  the  commitment  that  the  Post- 
al Service  has  in  actually  changing  its  service  delivery  above  cos- 
metic changes. 

Are  you  still  committed  to  changing  that  logo? 

Mr.  RUNYON.  Yes,  we  are.  I'd  like  to  talk  about  that  for  a  minute. 
For  the  logo,  we  have  committed  $7  million  over  a  5-year  period, 
which  is  a  very  small  amount  for  a  $50  billion-a-year  corporation 
to  get  something  that  everybody  in  the  organization  can  identify. 
Change  is  very  important  in  the  Postal  Service.  We  have  to  change 
the  culture  and  we  have  to  have  something  that  we  can  identify 
with.  Changing  the  logo  doesn't  make  the  service  better.  I  mean 
that's  not  the  idea.  That's  not  why  people  trademark  their  prod- 
ucts. They  trademark  their  products  so  that  people  identify  with 
them,  and  that's  what  we  did. 

Again,  I  mentioned  I  had  dinner  with  Red  Blunt  the  other  day 
and  he  said,  I  hear  you  changed  my  logo.  I  said,  yep,  we  did.  He 
said,  well,  I'll  tell  you  what.  When  I  came  in,  I  took  the  Pony  Ex- 
press rider  off  because  that  was  the  logo  when  he  came  in  and  he 
changed  it  to  the  eagle.  Now,  we  didn't  change  it  from  the  eagle. 
We  didn't  make  quite  that  drastic  change.  What  we  did  was 
streamline  the  eagle  to  give  people  the  idea  that  we  need  to  im- 
prove and  get  better,  and  we  went  from  a  roosting  eagle  to  a  sonic 
eagle  and  tpdng  to  give  a  little  bit  of  a  message  in  that. 

And  that's  what  we  want  to  achieve.  It's  not  going  to  cause  it  to 
happen  but  it's  something  that  is  part  of  the  process  and  I  think 
it's  a  very  good  thing  to  do. 

Mrs.  Byrne.  Well,  given  the  needs  that  are  obviously  out  there 
to  make  the  service  better,  for  example,  in  this  very  Dulles  facility 
that  I  hope  that  we'll  be  together  and  take  a  look  at,  it  doesn't  even 
have  a  first  aid  kit.  It  doesn't  even  have  a  first  aid  kit  for  those 
workers.  And  yet  we  are  devoting  at  least  7  and  some  people  tell 
me  as  much  as  12  to  make  this  actually  happen— $12  million  to  a 
cosmetic  change.  And  I  think  that  the  public  perception,  at  least, 
is  this  is  not  a  good  use  of  their  money  that's  going  in  to  the  in- 
crease in  stamp  cost. 

Mr.  RuNYON.  The  amount  that  we  increase  the  stamps  for  that 
is  rather  small.  We  need  first  aid  kits.  We  need  more  than  that. 
And  we  are  not  making  decisions  based  on  safety  because  of  any 
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kind  of  a  $7  million  decision.  We  certainly  are  not  making  any  de- 
liberations like  that.  I  want  to  assure  you  of  that.  This  is  a  stand 
alone  decision.  If  we  have  a  safety  problem  or  a  health  problem,  we 
don't  want  that  and  we're  going  to  fix  it. 

Mr.  Caraveo.  And  I'll  certainly  look  into  what's  going  on  at  the 
facility  as  far  as  safety  or  health  or  anything  else  that  might  be 
affecting  our  employees  when  I  go  there. 

Mrs.  Byrne.  Well,  I  think  when  you  do  you  will  fmd  that  that's 
one  of  the  reasons  that  the  figures  that  Mrs.  Norton  stated  happen 
the  way  they  happen. 

Mr.  Clay.  Has  the  gentlelady  concluded? 

Mrs.  Byrne.  Thank  you. 

Mr.  Clay.  Are  there  any  further  questions? 

Mrs.  Morella. 

Mrs.  Morella.  Thank  you.  I'm  going  to  take  the  liberty  of  sub- 
mitting questions  in  writing  to  the  Postmaster  General  but  just  as 
a  final  point  that  deals  with  something  else  you  and  I  have  spoken 
about,  since  I  have  this  opportunity,  and  that  is  to  again  bring  up 
for  your  reconsideration  and  further  thought  the  stamp  honoring 
the  241  of  our  American  servicemen  who  lost  their  lives  in  a  multi- 
national peace-keeping  and  humanitarian  mission  in  Beruit,  Leb- 
anon on  October  23,  1983.  Actually,  there  are  a  total  of  273  Amer- 
ican service  personnel  that  were  lost  during  that  1982-84  period 
along  with  many  allied  soldiers.  I  wondered  if  there  could  be  recon- 
sideration of  the  stamp  to  honor  them? 

Mr.  RUNYON.  Mrs.  Morella,  we  have  reconsidered  that  on  numer- 
ous times. 

Mrs.  Morella.  I  know  you  have. 

Mr.  RuNYON.  With  the  Postal  Rate  Commission — not  the  Postal 
Rate  Commission — Citizens  Stamp  Advisory  Committee.  CSAC,  we 
call  it.  I  should  use  the  right  words.  And  their  opinion  is  that  vve 
really  do  not  commemorate  disasters.  We  do  recognize  people  in 
service  who've  lost  their  lives.  We  will  have  an  issue  of  stamps  is- 
sued on  June  the  6th  which  I  believe  is  the  fourth  issue  of  World 
War  II  stamps  commemorating  the  people  who  served.  Not  just  the 
ones  who  died,  but  all  who  served  in  that  war.  And  that  is  the 
basic  premise  that  we're  using  on  commemorative  stamps.  And 
that's  where  we  are. 

Mrs.  Morella.  Of  course,  there  is  a  concept  of  the  Phoenix  rising 
from  the  ashes  that  when  you  have  a  disaster,  from  that  comes  vic- 
tory and  peace  ultimately.  Well,  maybe  you  will  still  consider,  re- 
consider. 

Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Thank  you. 

One  final  question,  Mr.  Postmaster  General.  Postal  management 
reported  to  the  Board  of  Governors  that  the  10.3-percent  rate  in- 
crease which  has  been  requested,  and  I  quote,  "Would  be  within 
$900,000  of  break  even  with  the  new  rates  proposed  taking  effect 
at  the  start  of  the  test  year,  October  1,  1994."  End  of  quote. 

If  the  new  rates  take  effect  in  January  or  February,  as  you  testi- 
fied last  month,  USPS  will  not  break  even  under  your  rate  request. 
It  would  be  more  than  a  billion  dollars  below  breakeven  under  the 
rates  that  have  been  requested.  Now,  why  have  you  planned  this 


171 

shortfall  under  the  new  rates  and  who  will  have  to  pay  for  the 
shortfall  and  when?  Mr.  Riley? 

Mr.  Riley.  Chairman  Clay,  when  people — the  person  who  made 
that  statement  made  the  statement  about  $900,000  to  break  even, 
that  was  after  taking  out  a  contingency  factor  of  approximately 
$1.1  billion  and  an  additional  $900  million  for  prior  year  loss  recov- 
ery that  has  been  provided  for  in  the  rules  and  the  way  we  do  rate 
cases.  So,  in  actuality,  the  rates  are  set  to  provide  approximately 
a  $2  billion  positive  net  income  during  the  first  12  months  in  which 
those  rates  are  in  effect,  and  we  haven't  planned  to  have  a  loss. 
We've  planned  to  have  a  positive  $2  billion  during  the  first  12 
months  in  which  those  rates  are  in  effect.  And  after  you  take  those 
out,  which  is  the  technical  way  it's  done  in  filing  a  rate  case,  then 
that  produces  the  $900,000  number  that's  essentially  at  breakeven. 

That  was  a  technical  answer  to  a  technical  question  that  I  think 
gives  you  a  misleading  conclusion. 

Mr.  Clay.  So  what  you're  saying  is  the  10.3  will  be  sufficient  to 
carry  us  how  long? 

Mr.  Riley.  We  estimate  that  if  things  go  well  and  according  to 
plan,  approximately  2  years. 

Mr.  Clay.  Thank  you.  I  have  no  further  questions.  I  certainly 
want  to  thank  you  for  your  appearance  today.  That  concludes  the 
hearing. 

[Whereupon,  the  hearing  was  concluded  at  11:05  a.m.] 
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House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  10  a.m.,  in  room  311, 
Cannon  House  Office  Building,  Hon.  Barbara-Rose  Collins  (acting 
chairman  of  the  committee)  presiding. 

Members  present:  Representatives  Collins,  McCloskey,  Sawyer, 
Norton,  Myers,  Morella,  and  Petri. 

Miss  Collins  [presiding].  Good  morning.  The  Committee  on  Post 
Office  and  Civil  Service  Oversight  Hearing  No.  2  on  the  U.S.  Postal 
Service  is  now  in  session. 

On  behalf  of  Chairman  William  Clay,  I  would  like  to  welcome  all 
of  you  to  the  second  in  a  series  of  Post  Office  and  Civil  Service 
Committee  oversight  hearings.  The  hearing  this  morning  will  focus 
on  how  the  major  mailers  view  the  U.S.  Postal  Service  and  its  fu- 
ture. We  will  be  interested  in  knowing  if  the  major  mailers  are  ba- 
sically satisfied  with  the  quality  of  service  that  the  U.S.  Postal 
Service  is  providing  and,  if  not,  what,  in  your  view,  is  needed  to 
improve  the  service. 

In  addition,  it  would  be  helpful  to  know  if  the  major  mailers  are 
confident  that  the  Postal  Service  sincerely  attempts  to  address  your 
concerns  and  also  is  sensitive  to  your  specific  needs. 

Another  area  that  is  important  to  this  committee  is  your  assess- 
ment of  how  the  Postal  Service  is  preparing,  or  should  be  prepar- 
ing, for  the  rapid  advancement  in  modem  technology  and  the  ulti- 
mate impact  that  technology  will  have  on  the  present  and  the  fu- 
ture of  postal  operations  and  servicer. 

Again,  I  thank  you  for  being  here,  and  I  look  forward  to  your  tes- 
timony. 

I'm  sure  other  members  of  the  committee  will  come  in.  At  that 
time  I  will  introduce  them  and  take  their  opening  statements. 

[The  prepared  statement  of  Hon.  Barbara-Rose  Collins  follows:] 

Prepared  Statement  of  Hon.  Barbara-Rose  Collins,  a  Rr;pRESENTATivE  in 
Congress  From  the  State  of  Michigan 

Good  morning.  On  behalf  of  Chairman  WiUiam  L.  Clay,  I  would  Uke  to  welcome 
all  of  you  to  the  second  in  a  series  of  Post  Office  and  Civil  Service  Committee  over- 
sight hearings. 

The  hearing  this  morning  will  focus  on  how  the  major  mailers  view  the  U.S.  Post- 
al Service  and  its  future. 
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We  will  be  interested  in  knowing  if  the  major  maUers  are  basically  satisfied  with 
the  quality  of  service  that  the  U.S.  Postal  Service  is  providing,  and  if  not,  in  your 
view  what  is  needed  to  improve  the  service. 

In  addition,  it  would  be  helpful  to  know  if  the  major  maUers  are  confident  that 
the  Postal  Service  sincerely  attempts  to  address  your  concerns  and  also  is  sensitive 
to  your  specific  needs. 

Another  area  that  is  important  to  the  committee  is  your  assessment  of  how  the 
Postal  Service  is  prearing  or  should  be  preparing  for  the  rapid  advancements  in 
modem  technology  and  the  ultimate  impact  that  technology  will  have  on  the  present 
and  the  future  of  postal  operations  and  services. 

Again,  thank  you  all  for  being  here  today.  I  am  looking  forward  to  your  testimony. 

Miss  Collins.  We  have  three  paneHsts  this  morning,  and  our 
first  panel  is  Mark  Silbergeld,  president,  AlUance  of  Nonprofit 
Mailers;  Lee  Cassidy,  executive  director,  Nonprofit  Mailers  Federa- 
tion; Barcy  Fox,  vice  president  for  institutional  advancement,  St. 
Louis  University;  and  Tonda  Rush,  president  and  CEO  of  the  Na- 
tional Newspaper  Association. 

At  this  time  I'd  like  to  recognize  Congressman  Frank  McCloskey. 

Mr.  McCloskey.  Thank  you.  Madam  Chairwoman.  I'm  just 
pleased  to  be  at  the  hearing  and  look  forward  to  the  testimony.  I 
have  no  formal  statement. 

Miss  Collins.  Thank  you. 

And  Congressman  Thomas  Petri  from  Wisconsin. 

Mr.  Petri.  Thank  you.  I  would  defer  to  my  ranking 

Miss  Collins.  Oh,  I'm  sorry.  I'm  sorry,  I  didn't  see  you,  Connie. 
Congresswoman  Connie  Morella  from  Maryland. 

Mrs.  Morella.  Thank  you  very  much.  Madam  Chair. 

I  am  delighted  to  be  here  today  and  I  want  to  commend  you  for 
holding  this  series  of  oversight  hearings  on  our  Postal  Service.  In- 
deed, this  hearing  of  witnesses  from  major  mailers  is  very  signifi- 
cant. I'm  sure  that  the  Postal  Service  is  listening  well.  I  hope  they 
are  because  this  is  a  very  important  part  of  their  constituency  in 
their  ability  to  move  from  red  to  black. 

I'd  like  to  also  commend  the  witnesses  for  their  thoughtful  testi- 
mony and  their  genuine  concern  for  the  organizations  they  rep- 
resent. I  compliment  them  as  well  for  their  offering  to  work  with 
the  committee  and  the  Postal  Service  to  craft  a  positive  solution. 

It's  evident  that  as  we  progress  from  the  Pony  Express  days  to 
the  Supersonic  Eagle  era,  technology  must  play  an  important  role 
in  the  way  mail  is  moved.  The  fact  that  automation  will  not  be  in 
place  until  1997,  instead  of  1995,  as  was  the  previous  goal,  is  of 
concern.  The  equation  is  unbalanced.  The  volume  of  mail  has  in- 
creased over  the  years;  the  cost  of  mailing  has  and  will  increase. 
Downsizing  the  Postal  Service  has  caused  major  turmoil  in  getting 
the  existing  job  done.  There's  additional  overtime  which  is  costly, 
and  there  seems  to  be  a  delay  in  putting  automation  in  place.  Not 
keeping  up  with  the  times  will,  undoubtedly,  hinder  the  postal  mis- 
sion. To  reiterate  the  point,  the  Postal  Service  could  have  and 
should  have  used  the  $7  to  $12  million  earmarked  for  improving 
their  image — that  is,  the  Postal  logos — for  automation. 

I  look  forward  to  hearing  the  testimony  of  our  witnesses. 

Madam  Chairman,  I  thank  you  very  much. 

Miss  Collins.  Thank  you  very  much. 

And  now  Mr.  Petri.  No  comments?  All  right,  thank  you  very 
much. 
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We'll  first — our  first  witness  will  be  Mr.  Mark  Silbergeld.  Am  I 
pronouncing  that  correctly? 

STATEMENT  OF  MARK  SILBERGELD,  PRESmENT,  ALLL^^CE 
OF  NONPROFIT  MAILERS;  ACCOMPANIED  BY  BRIAN 
HUMMELL,  ASSISTANT  DIRECTOR,  ALLIANCE  OF  NON- 
PROFIT MAILERS;  LEE  CASSIDY,  EXECUTIVE  DIRECTOR, 
NONPROFIT  MAILERS  FEDERATION;  BARCY  FOX,  VICE 
PRESIDENT  FOR  INSTITUTIONAL  ADVANCEMENT,  ST.  LOUIS 
UNIVERSITY;  CAROLYN  ENIGH,  ECONOMIC  COUNSEL,  NON- 
PROFIT MAILERS  FEDERATION;  AND  TONDA  RUSH,  PRESI- 
DENT AND  CEO,  NATIONAL  NEWSPAPER  ASSOCIATION 

Mr.  Silbergeld.  That's  correct,  Madam  Chair. 

Miss  Collins.  President  of  the  Alliance  of  Nonprofit  Mailers. 

Welcome  and  good  morning. 

Mr.  Silbergeld.  Thank  you  very  much.  Madam  Chair.  I  am 
Mark  Silbergeld  and  I'm  president  of  the  Alliance  of  Nonprofit 
Mailers.  Our  coalition  has  some  130  nonprofit  organizational  mem- 
bers that  use  the  mails  to  disseminate  information  and  to  raise 
funds.  With  me  today  is  the  assistant  director  of  the  alliance,  Mr. 
Brian  Hummell.  Mr.  Hummell  is  a  member  of  the  MTAC,  the  Mail- 
ers Technical  Advisory  Committee  to  the  U.S.  Postal  Service,  and 
if  the  committee  should  have  any  technical  questions  regarding  ei- 
ther my  oral  presentation  or  my  prepared  testimony,  I'm  going  to 
turn  to  Mr.  Hummell  to  answer  those. 

On  behalf  of  the  entire  volunteer  and  charitable  community,  we 
would  like  to  begin  our  testimony  by  thanking  the  committee  with 
a  special  note  of  thanks  to  Chairman  Clay  for  forging  a  solution  to 
the  longstanding  revenue  forgone  problem  last  year.  New  legisla- 
tion is  in  place.  The  parade  of  volunteer  organizations  up  to  the 
Hill  to  beg  for  money  that's  not  really  there  has  ended.  We  have 
a  new  means  for  dealing  with  the  nonattributable  cost  of  nonprofits 
and  we  thank  you  very  much  for  it. 

We're  also  grateful  for  the  continuing  oversight  of  the  sub- 
committee with  respect  to  the  implementation.  There  are  many 
problems  with  the  implementation  of  that  statute  that  have  not  yet 
been  finally  worked  out,  and  your  continued  watchfulness  to  assure 
that  the  Post  Office  implements  that  statute  in  the  spirit  in  which 
it  was  written  will  continue  to  be  important  to  volunteer  organiza- 
tions. 

Madam  Chair,  it  is  very  important  that  this  Nation  preserve  a 
financially  self-sufiicient  Postal  Service  to  meet  citizens'  needs  and 
the  needs  of  volunteer  organizations  into  the  21st  century.  There 
will  be  no  substitute  for  the  mails  for  those  with  the  least  deep 
pockets,  and  it  is  extremely  important  to  assure  that  this  system 
is  preserved  and  that  it  works  and  that  it  modernizes. 

While  much  of  the  recent  criticism  of  the  USPS  has  been  that  it 
doesn't  function  like  a  business,  that  is  not  the  only  problem.  The 
USPS  has  many  inherent  principles  of  business  behind  its  statu- 
tory mandate  and  behind  its  operation,  but  it  is  also  a  public  serv- 
ice. No  one  is  more  aware  of  that  than  our  volunteer  members,  and 
it's  important  that  the  Postal  Service  keep  in  mind  that  it  is  a  pub- 
lic service  as  well  as  a  business  and  that  it  adhere  to  both  prin- 
ciples and  not  view  those  principles,  as  it  sometimes  has  in  the  re- 
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cent  past,  as  inconsistent.  Those  principles,  I  believe,  are  viewed  by 
this  subcommittee  as  consistent,  as  reflected  in  last  year's  legisla- 
tion, and  it's  important  that  the  Post  Office  be  responsive  to  all  of 
its  customers,  including  its  nonprofit  customers. 

We  share  your  concern  that  the  goal  once  stated  as  95  and  95, 
which  is  to  say  95  percent  of  the  mail  would  be  handled  through 
automated  handling  by  1995,  has  now  been  delayed  by  at  least  2 
years.  Already  one  begins  to  think,  as  we  see  what's  going  on  with 
electronic  communications,  that  barcoding  will  not  be  the  cutting- 
edge  of  technology  in  1997,  and  the  Postal  Service  is  going  to  have 
to  work  very  hard  just  to  get  that  in  place  2  years  late,  it  appears. 

Refocusing  on  automation  to  assure  that  that  minimum  goal  is 
met  by  1997  and  that  there  is  no  further  slippage  is  crucial.  It's 
crucial  not  only  because  its  customers,  its  present  customers,  need 
the  benefits  and  the  cost  savings  that  should  result  from  full  insti- 
tution of  that  technology,  but  it  is  crucial  because  every  year  that 
that  goal  slips  creates  new  incentives  for  large  mailers  to  find  al- 
ternative means  of  delivery  which  would  further  threaten  the  via- 
bility of  the  Postal  Service  for  those  customers  who  remain.  And  so 
holding  their  feet  to  the  fire  is  the  single  most  important  thing  that 
this  subcommittee  can  do. 

The  Postal  Service  has  instead  provided  at  times  less  service  and 
at  times  adequate  service  but  at  the  cost  of  having  to  replace  the 
supposed  savings  from  staff"  cutbacks  v/ith  overtime  and  added  em- 
ployees. So  the  performance  has  not  been  maintenance  of  service 
or  better  service  at  lower  cost,  which  is  what  mailers  need  to  deal 
with — the  cost  of  using  the  mails.  It  has  been  equal  or  less  service, 
frequently  less  service,  with  an  overall  increase  in  total  work 
hours. 

The  proposed  rate  increases  the  nonprofit  mailers  will  see  in  the 
next  12  months,  starting  October  1,  12  months  and  a  day,  will  be 
three.  They  include  both  the  increases  which  we  fully  expected  as 
a  result  of  the  legislation  that  we  urged  the  Congress  to  pass  last 
year  and  which  was  passed  and  the  necessary  increases  from  the 
upcoming  rate  case. 

But  one  of  the  problems  with  the  rate  case  increase  is  that  the 
Postal  Service  is  approaching  it  through  a  negotiated  settlement 
without  having  consulted  with  certain  of  its  customers,  including 
nonprofits.  It  is  beyond  us  how  the  Postal  Service  can  ignore  a 
major  element  of  the  mailing  community  in  arriving  at  a  proposal 
for  a  so-called  negotiated  settlement,  and  this  will  bear  close 
watching. 

That  same  attitude  carries  over  with  respect  to  reclassification. 
The  Postal  Service,  after  doing  several  flip-flops,  appears  as  though 
it  does  not  intend  to  include  nonprofit  rates  in  the  so-called  re- 
structuring. The  alliance  has  always  stood  for  savings,  work  sav- 
ings, offered  to  the  Postal  Service  by  the  mailer  and  for  passing 
those  costs  through  to  the  mailer  who  offers  the  savings  to  the 
Postal  Service.  This  is  one  very  important  means  both  of  reducing 
the  Postal  Service's  cost  and  concomitantly  reducing  the  cost  of  the 
mailers  whose  extra  work  results  in  those  savings.  It  is  most  im- 
portant that  the  Postal  Service  deal  with  these  offered  savings  from 
nonprofit  mailers  by  including  nonprofit  mailers  in  the  reclassifica- 
tion, and  that  requires  careful  watching  because  our  understanding 
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is  that  at  this  point,  at  this  flip  in  the  flip-flop  process,  that  is  not 
the  clear  intent  of  the  Postal  Service. 

The  information  highway.  Madam  Chair,  offers  the  Nation  a  tre- 
mendous leap  forward  in  new  means  of  communication,  in  low-cost 
means  of  communication,  most  especially  with  respect  to  commu- 
nications that  have  traditionally  moved  through  the  Postal  Service. 
There's  going  to  be  a  great  challenge  for  them.  They  are,  as  I  have 
said,  2  years  late  in  implementing  the  kinds  of  technology  that 
have  been  in,  for  instance,  our  supermarkets  now  for  years,  and 
■  how  they're  going  to  catch  up  with  this  is  of  great  concern  to  those 
of  us  who  will  have  the  most  difficult  time  in  delivering  our  com- 
munications if  the  Postal  Service  sees  falloff  from  its  deep-pocket 
customers  as  a  result  of  these  new  technologies.  And  we  urge  you, 
once  again,  hold  their  feet  to  the  fire  to  see  that  they  have  a  long- 
term  plan  for  being  competitive  in  the  new  age  of  technology  in 
communications  and  in  the  communications  industries.  They  have 
lots  of  competition;  they  need  to  keep  up  with  it. 

Once  again.  Madam  Chair,  we  thank  this  committee  for  every- 
thing they've  done  for  the  nonprofit  mailing  community  and  look 
forward  to  working  with  you  in  the  future. 

[The  prepared  statement  of  Mr.  Silbergeld  follows:] 

Prepared  Statement  of  Mark  Silbergeld,  President,  Alliance  of  Nonprofit 

Mailers 

Thank  you  Mr.  Chairman.  I  am  Mark  Silbergeld,  the  President  of  the  AlUance  of 
Nonprofit  Mailers,  a  coalition  of  some  130  nonprofit  organizations  that  use  the  mails 
to  disseminate  information  and  raise  ftinds.  With  me  today  is  Brian  Himimell,  the 
assistant  director  of  the  Alliance. 

On  behalf  of  the  entire  volunteer  and  charitable  community,  we  must  begin  by 
thanking  this  Committee  and  especially  you,  Mr.  Chairman,  for  the  solution  you 
provided  last  year  to  the  long-standing  revenue  forgone  funding  problem.  Congres- 
sional action  last  year  retained  a  stable  future  for  nonprofit  postal  rates.  While 
there  are  a  few  glitches  that  remain  to  be  ironed  out  in  the  Postal  Service's  interpre- 
tation of  the  legislation,  we  are  confident  that  with  your  continued  guardianship, 
the  Revenue  Forgone  Act  of  1993  will,  in  fact,  become  the  carefixlly  crafted  com- 
promise that  you  envisioned.  We  are  gratefiil  that  this  Committee  maintains  over- 
sight jurisdiction  on  the  operations  of  the  Postal  Service  and  look  forward  to  the 
Committee's  continued  active  role  in  shaping  the  future  of  this  nation's  maU  service. 
To  that  end,  we  appreciate  the  opportunity  to  participate  and  provide  input  as  the 
Committee  examines  the  future  of  the  U.S.  Postal  Service. 

operating  within  the  postal  reorganization  act 

It  is  imperative  that  a  self-suflRcient  postal  system  provide  a  national  communica- 
tion link  within  our  country.  We  agree  with  some  who  beheve  there  are  current  re- 
straints that  could  be  relaxed  to  allow  the  U.S.  Postal  Service  to  be  more  competi- 
tive— and  in  some  Umited  areas,  competition  could  be  opened  up.  That  said,  the 
Postal  Reorganization  Act  is  still  a  strong  framework  to  work  within,  and  allows  the 
clear  and  attainable  mission  of  the  USPS  to  be  reached — to  deUver  universal  mail 
service  at  a  reasonable  price  and  in  an  efficient  manner. 

Much  of  the  recent  criticism  of  the  USPS  Ues  in  its  inability  to  function  Uke  a 
business.  While  there  are  many  inherent  business  principles  that  must  be  consid- 
ered in  providing  mail  service,  the  U.S.  Postal  Service  is  not  a  private  business.  It 
is  a  pubUc  service,  and  that  distinction  must  be  forever  incorporated  into  its  struc- 
ture. To  walk  this  fine,  and  sometimes  unclear,  hne  the  USPS  must  be  innovative 
and  responsive  to  its  customers — all  of  its  customers. 

sacrificing  automation 

This  Alliance  has  always  supported  USPS  initiatives  that  wovild  make  for  a  more 
efficient  and  cost-effective  postal  system.  We  beUeved  the  Postal  Service  was  serious 
when  Postmaster  General  Frank  set  the  goal  of  "95  in  95" — that  is  95%  of  all  letter 
mail  would  be  barcoded  by  1995.  Once  seemingly  attainable,  that  goal  is  now  as- 
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suredly  out  of  reach,  and  just  last  week,  Postmaster  General  Runyon  told  this  Com- 
mittee that  1997  is  now  the  year  that  we  can  expect  the  full  benefits  of  the  USPS 
automation  program.  The  USPS's  automation  effort  seems  to  have  fallen  by  the 
wayside.  The  apparent  backside  of  two  years  would  also  throw  out  much  of  the  sav- 
ings that  all  mailers  had  hoped  would  be  associated  with  the  automation  program. 
Refocusing  on  the  automation  track  is  one  huge  step  the  USPS  could  make  to  help 
control  its  costs  and  provide  better  service  to  all  mailers.  Every  year  that  the  USPS 
fails  to  attain  its  goals,  it  creates  added  incentives  for  mailers  to  find  alternative 
means  of  delivery.  We  must  give  Postal  labor  the  new  tools  to  meet  the  growing  de- 
mands of  the  industry  and  not  lose  volume  to  private  delivery. 

AN  UNSETTLING  RESTRUCTURING 

The  slow  down  in  automation  casts  a  shadow  on  the  USP's  restructuring.  At  the 
time  of  the  USPS's  restructuring  there  was  much  talk  that  this  might  be  the  blue- 
print for  other  Federal  agencies  looking  to  reduce  personnel  costs  without  laying  off 
its  employees — that  talk  has  now  subsided.  Instead,  agencies  are  looking  to  avoid 
the  pitfalls  that  ultimately  led  us  to  the  poor  service  that  reached  crisis  levels  dur- 
ing this  past  holiday  season.  When  all  is  said  and  done,  the  USPS  restructuring 
plan  may  turn  out  to  be  a  positive,  but  in  the  short  term,  we  have  experienced  the 
unacceptable  see-saw  of  either  decreased  services,  or  if  service  levels  have  been 
maintained,  it  has  been  directly  attributable  to  increased  overtime  or  the  use  of  ad- 
ditional employees.  Thus  far  there  has  been  no  reduction  in  the  number  of  work 
hours — in  fact,  work  hovu-s  have  increased  since  the  restructuring. 

SORTING  THROUGH  THE  PROPOSED  RATE  INCREASE 

The  omnibus  rate  case  recently  filed  by  the  USPS  presents  nonprofit  mailers  with 
some  unique  challenges.  With  the  rate  case  proposal  and  the  rate  increases  we  will 
see  from  the  legislation  passed  last  year,  we  will  see  three  different  rates  over  a 
12-month  span,  beginning  this  October.  Certainly,  we  expected  and  accepted  the  in- 
creases tied  to  the  legislation,  and  with  the  considerable  amount  of  revenue  the 
USPS  lost  last  year  and  appears  to  be  likely  to  lose  this  year,  it's  no  surprise  that 
there  would  be  a  rate  fihng.  What  is  surprising  is  that  the  U.S.  Postal  Service  did 
not  consult  with  the  several  pockets  of  its  customer  base  that  would  be  more  ad- 
versely impacted  than  others,  including  the  nonprofit  community,  before  filing  this 
case.  The  trend  of  either  ignoring  or  attempting  to  eliminate  nonprofit  mailing  inter- 
ests fi-om  these  so-called  "negotiated  settlements,"  is  increasingly  common  from  the 
USPS  and  it  appears  as  though  this  attitude  is  continuing — unfortunately  in  what 
some  have  called  the  USPS's  most  important  undertaking. 

AN  OUTSIDE  VIEW  AT  RECLASSIFICATION 

The  Postal  Service  sees  its  "reclassification"  effort  as  the  cornerstone  of  its  plans 
remain  competitive  in  the  future.  After  several  position  flip-flops,  it  appears  as 
though  the  USPS  will  not  include  nonprofit  rates  in  this  new  structure.  Considering 
the  Postal  Service's  recent  attitude  toward  nonprofit  mail,  this  is  not  a  complete 
svu-prise.  The  stated  intent  for  this  reclassification  effort  is  that  it  will  simplify  the 
USPS  rate  structure  and  make  for  a  more  market-based  price  structure.  Will  either 
of  these  goals  be  achievable  if  an  entire  rate  category  is  left  out  of  the  equation? 
While  we  all,  including  the  Postal  Rate  Commission,  wait  for  more  solid  proposals 
from  the  Postal  Service,  the  Alliance  has  always  advocated  allowing  the  full  pass 
through  of  the  savings  tied  to  worksharing  discounts.  A  shift  by  the  USPS  to  this 
philosophy — and  a  few  areas  of  fine-tuning — would  be  most  welcomed.  Nonprofit 
mailers  look  forward  to  any  proposals  by  the  Postal  Service  that  will  give  us  a  bet- 
ter idea  of  when  our  mail  will  reach  its  intended  recipient,  and  we  are  always  at 
the  ready  to  provide  input  as  the  USPS  formulates  new  policies  and  better  ways 
to  dehver  the  mail. 

COMPETING  IN  THE  FUTURE 

As  the  "information  superhighway"  is  built  and  grows,  it  presents  interesting 
challenges  to  the  Postal  Service  and  even  more  interesting  alternatives  to  nonprofit 
organizations  who  distribute  information.  As  we  race  toward  these  new  technologies 
and  more  efficient  ways  to  communicate,  I  fear  that  the  USPS  is  still  trjdng  to  mas- 
ter decades  old  pallet  technology.  It  is  most  appropriate  that  this  Committee  nudge 
postal  management  into  making  long  term  commitment  to  serving  the  public  using 
the  most  current  technology. 

Once  again,  Mr.  Chgdrman,  we  appreciate  the  work  that  you,  this  Committee  and 
its  staff  have  put  forth  in  solving  the  problems  associated  with  revenue  forgone.  The 
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legislation,  that  we  have  come  to  know  as  the  "Clay  Compromise,"  is  a  powerful  leg- 
acy of  your  term  with  this  Committee.  This  concludes  my  prepared  remarks.  I  would 
be  happy  to  answer  any  questions. 

Miss  Collins.  Okay,  thank  you  very  much,  Mr.  Silbergeld. 

At  this  time  the  Chair  recognizes  ranking  member  Congressman 
John  Myers  from  Indiana.  Do  you  have  any  opening  remarks,  Mr. 
Myers? 

Mr.  Myers.  Well,  thank  you,  Madam  Chair.  First,  thank  you  for 
this  hearing.  I  think  this  is  an  area  that  all  of  us  need  to  address. 
It's  one  that  is  constantly  brought  to  our  attention;  I'm  sure  it  is 
yours,  too. 

I  welcome  the  representatives  of  nonprofit  organizations.  Non- 
profits perform  a  very  necessary  function.  Service  clubs  and  veter- 
ans' organizations  often  find  themselves  somewhat  alienated  from 
the  system,  or  at  least  they  feel  like  they're  not  being  heard. 

So  thank  you  for  coming  to  testify  today  and  thanks  for  this 
hearing.  I  have  some  questions  when  they  all  get  through.  Thank 
you. 

Miss  Collins.  All  right,  thank  you. 

Mr.  Silbergeld,  do  you  think  the  Postal  Service  is  prepared  to 
compete  in  this  new  information — super-informational — "informa- 
tional superhighway"  to  meet  the  new  technologies  coming  out? 

Mr.  Silbergeld.  We  have  great  concerns  about  that,  Madam 
Chair,  £ind  I  simply  repeat  what  I  said  in  my  testimony.  By  1997, 
2  years  late,  they  hope  to  have  completed — and  that  is  going  to  be 
a  stretch;  it's  going  to  require  a  lot  of  concentration — implementa- 
tion of  barcoding  and  automated  handling  with  use  of  a  barcode. 
That's  not  new  technology.  That's  not  the  new  technology  that's  de- 
scribed in  the  term  "information  superhighway,"  which  is  much 
more  sophisticated  than  mere  barcoding  and  the  use  of  barcodes  to 
use  machines  to  sort  the  mails. 

By  the  time  they  get  what  was  when  it  was  started  recent  tech- 
nology fully  implemented  and  begin  to  realize  the  cost  savings  from 
it,  much  of  the  rest  of  the  communications  industry  is  going  to  be 
into  far  more  electronically  sophisticated  means,  and  I  don't  really 
know  that  the  Postal  Service  is  prepared  to  address  that.  They're 
struggling  to  catch  up  to  the  existing  technology. 

Miss  Collins.  You  don't  see  any  progress? 

Mr.  Silbergeld.  I  would  hope  for  a  much  longer-term  plan  from 
the  Postal  Service  that  explains  to  the  committee  and  to  the  public 
how  the3r're  going  to  deal  with  the  long  term.  I'm  worried  about 
1997,  but  I'm  equally  worried  about  2007  and  2017. 

Miss  Collins.  Thank  you. 

Mr.  McCloskey. 

Mr.  McCloskey.  Mr.  Silbergeld,  I  think  one  of  the  most  interest- 
ing aspects  of  your  testimony  is,  I  guess,  a  feeling  you've  been — 
your  interests  have  been  cut  out  of  the  ratemaking  discussions  in 
the  process  by  the  Postal  Service  and  also  restructuring.  I  guess  I 
find  it  interesting,  under  the  Clay  compromise,  if  you  will,  that 
your  members  are  paying  more  and  more  a  greater  part  of  the  cost 
you  put  on  the  system,  but  have  you  made  efforts  with  Postal  man- 
agement to  have  these  discussions  and  have  they  indicated  any  ap- 
preciation of  your  expertise  or  ideas? 
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Mr.  SiLBERGELD.  Weil,  we  certainly  have  filed  statements  with 
the  Postal  Service,  the  Board  of  Gk)vemors,  respecting  the  nego- 
tiated settlement  and  what  we  would  expect  for  them  to  consider 
if  we  were  to  be  part  of  the  negotiated  settlement,  rather  than  to 
contest  the  case.  And  I  think  that — I  hope  that's  been  heard. 
Through  our  attorneys  and  our  staff,  we  will  be  sitting  down  with 
the  other  parties  and  trjdng  to  assure  that  our  considerations  are 
taken  into  account  in  making  that  decision,  but,  as  you  know.  Con- 
gressman McCloskey,  the  Postmaster  General  has  from  time  to 
time  indicated,  certainly  directly  to  us  and  I  think  possibly  in  other 
quarters  as  well,  his  view  that  nonprofits  should  pay  the  full  com- 
mercial rates. 

And  I  assume  that  last  year's  legislation  sends  the  signal  that 
there  is  a  public  service  that's  to  be  performed  because  of  the  pub- 
lic service  that  our  members  and  members  of  Mr.  Cassidy's  alliance 
perform.  I  hope  that  message  is  going  to  take,  but  the  failure  to 
communicate  prior  to  announcement  of  proposed  negotiated  rate 
settlement  and  the  indications  that  nonprofits  won't  be  part  of  the 
reclassification  does  not  bode  well,  does  not  indicate  that  that  mes- 
sage has  yet  gotten  through. 

Mr.  McCloskey.  Might  I  suggest  that,  particularly  with  your 
member  paying  more  costs,  that  it  really  will  help  the  committee, 
just  based  on  my  previous  experience  over  time,  if  we  get  more  in- 
cisive and  qualitative  material  about  the  impact  of  increased  costs 
and  how  these  costs  impair  the  priorities  of  your  mission.  I  guess 
when  I  had  the  Chair's  job,  on  occasion  I  felt  frustration  about  the 
really  positive  aspects  of  your  message — I  believe  we  have  had 
those  conversations — ^getting  across  your  message,  if  you  see  what 
I  mean. 

Mr.  SiLBERGELD.  We  can  provide  that  as  it's  available. 

Mr.  McCloskey.  Just  one  further  question,  you  note  that  work 
hours  are  going  up  under  the  restructuring.  Do  you  have  any  com- 
ments on  what  is  going  on? 

Mr.  SiLBERGELD.  Mr.  Hummell? 

Mr.  Hummell.  Yes.  I  think  that  was  made  very  clear  at  the 
hearing  just  last  week.  The  Postal  Service  claims  that  they're  try- 
ing to  get  it  in  control.  Certainly,  we  hope  that  they  are,  but  the 
figures  just  don't  bear  it  out. 

In  order  for  them  to  supply  the  kind  of  service  that  all  of  their 
customers  demand,  not  just  nonprofits  but  all  their  customers  de- 
mand, they  have  had  to  hire  more  people  or  have  had  to  use  more 
overtime  hours.  The  way  to  fix  that,  I  don't  think  anyone  knows. 
I  think  if  we  knew  for  sure,  that  it  would  have  been  done. 

Mr.  McCloskey.  Yes. 

Mr.  Hummell.  But,  certainly,  the  training  aspect — the/ve  lost 
some  of  their  best  people  through  the  restructuring,  and  so  the 
training  aspect  certainly  comes  into  play  there.  But  I  think 

Mr.  McCloskey.  All  the  results  aren't  in  yet  is  basically 

Mr.  Hummell.  Right,  exactly.  And  it  may  bear  out  that  the  re- 
structuring turns  out  to  save  as  much  money  as  the  Postal  Service 
claims  that  it  will,  but  right  now  it's  costing  them  money. 

Mr.  McCloskey.  Thank  you  very  much.  Thank  you.  Madam 
Chair. 

Miss  Collins.  Thank  you. 
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Mr.  Myers,  do  you  want  to  reserve  all  your  questions  or  do  you 
have  one  now? 

Mr.  Myers.  I  just  have  one  general  question,  Madam  Chair,  of 
Mr.  Silbergeld. 

Regarding  revenue  foregone,  the  Postal  Service  interpretation  of 
the  revenue  foregone,  I  think  revenue  foregone  is  a  goner,  but  what 
do  you  see  as  their  interpretation?  What  are  the  glitches  in  this  in- 
terpretation? 

Mr.  Silbergeld.  Well,  the  new  method  of  recouping  the 
nonattributable  costs  is  clearly  in  place.  They  are  in  the  process  of 
writing  implementing  regulations.  I  believe  that  the  biggest  prob- 
lem remains  in  third-class  where  it  is  not  clear  that  the  Postal 
Service  is  going  to  finalize  a  regulation  that's  in  accord  with  the 
statute  with  respect  to  third-class  materials  from  nonprofits  that 
contain  advertising. 

The  clear  direction  of  the  statute  that  the  Congress  passed  last 
year  was  to  eliminate  the  nonprofit  rate  for  those  third-class 
mailings  that  make  a  direct  offer  of  goods  or  services  in  competi- 
tion with  commercial  mailers  and  to  require  any  nonprofit  that 
mails  such  material  to  pay  the  commercial  rate.  It  seems  to  be  with 
respect  to — continues  to  be  with  respect  to  certain  third-class  mate- 
rial, the  Postal  Service  intends  to  go  after  the  third-class  material 
containing  space  advertising  of  sponsors  but  does  not  directly  offer 
the  goods  or  services,  but  simply  consists  of  a  local  business  help- 
ing to  sponsor — as  I  understand  it,  they've  now  agreed  that  church 
bulletins  can  do  that  under  certain  circumstances,  but  alumni  asso- 
ciations, other  organizations  have  a  local  business  that  wants  to 
simply  make  known  the  availability  of  its  business  services,  not  a 
direct  offer  of  specific  goods  at  a  stated  price,  not  the  sale,  direct 
sale,  of  merchandise,  but  just  an  institutional  advertisement  for  its 
business  as  a  way  of  supporting  that  publication. 

Many  of  those  publications  would  not  come  out,  or  would  not 
come  out  as  regularly,  without  that  kind  of  help,  and  the  Postal 
Service — it's  not  clear  that  they're  going  to  allow  that.  That  was — 
it  was  not  the  intent  of  the  statute  to  have  that  effect.  The  statute 
meant  to  deal  with  direct  offers  of  goods  and  services  in  competi- 
tion with  commercial  businesses,  but  they  have  taken  it  a  step  fur- 
ther. It's  one  more  piece  of  evidence  that  they  don't  understand  the 
public  service  nature  of  the  organizations  that  mail  at  the  nonprofit 
rate. 

Mr.  Myers.  In  the  process  of  writing  legislation,  in  which  all  of 
us  have  been  involved  and  we  sit  around,  often  hour  after  hour,  de- 
ciding whether  we  shall  use  the  word  "shall"  or  "will"  and  various 
things  like  that,  and  we  try  to  anticipate  everything  that  might  go 
into  it.  Ultimately,  someone  has  to  interpret  and  write  the  regula- 
tions and  rules,  and  sometimes  the  intent  of  Congress,  which  when 
I  went  to  law  school  many  years  ago  courts  were  supposed  to  ob- 
serve and  try  to  interpret  what  the  intent  is — not  only  do  courts 
ignore  it,  but  in  the  administration  of  some  of  these  policies  the  in- 
tent of  Congress  is  ignored.  I  think  this  is  one  example. 

So  you  think  that  we'll  have  to  watch  that  very  closely  then? 

Mr.  Silbergeld.  I  would  think  that  continued  watch  until  those 
regulations  are  final  is  necessary.  We're  also  working  with  the 
Postal  Service  to  assure  that  the  regulations — and  I  believe  they 
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have  been — have  been  straightened  out  with  respect  to  church  bul- 
letins, and  I  believe  we've  made  progress  in  the  area  of  tracking 
the  IRS  regulations. 

Mr.  Myers.  What's  the  down  side?  Why  does  the  possibility  of 
the  Postal  Department  doing — implementing  this  law — as  you  say, 
usually  these  are  not  really  advertisements,  merely  a  statement 
that  one  of  the  sponsors  is  XYZ  corporation;  you're  not  selling  a 
product,  but  just  showing  that  they  were  contributors  to  making 
this  publication  a  possibility  or  probability  or  a  reality.  What's  the 
down  side?  Why  does  the  Postal  Service  take  this  attitude?  Do  you 
know?  Did  they  ever  tell  you  why? 

Mr.  SiLBERGELD.  Well,  if  they  deny  it,  they  can  get  the  full  rate. 
I  don't  think  it  has  an3rthing  to  do  with  the  policy  or  with  the  policy 
behind  last  year's  statutory  changes.  Clearly,  there  was  a  down 
side  from  another  mailing  constituency  when  we  talked  about  the 
direct  offer  of  specific  goods  and  services  that  was  in  competition 
with  those  who  mailed  their  competing  material  and  their  compet- 
ing offers  at  the  commercial  rate.  But  when  we're  talking  about  in- 
stitutional ads,  so  and  so's  Chevrolet  agency  or  the  local  dry  clean- 
er or  whoever  it  may  be,  just  simply  making  an  institutional  state- 
ment to  promote  the  name  and  logos  of  their  business,  that  is  not 
the  use  of  the  mails  in  competition  with  anybody  who's  mailing  at 
the  commercial  rate.  Those  are  frequently  the  same  mailers  who 
are  using  the  commercial  rate  to  make  their  own  specific  offers  of 
goods  and  services,  and  it's  just  an  animus  toward  the  concept  of 
a  special  nonprofit  rate,  I  believe,  that  hangs  over  the  process. 

Mr.  Myers.  The  Postal  Service  should  observe  the  experience 
Congress  has  had  witht  increasing  taxes  in  various  areas.  You  may 
increase  the  rate,  but  you  receive  less  tax  dollars  because  fewer 
people  use  it.  And  the  very  intent  of  Congress  providing  for  this 
extra  service,  or  at  least  a  cut-rate  service,  to  allow  these  non- 
profits— they're  not  out  making  a  profit;  the^re  providing  informa- 
tion for  their  membership,  some  of  them  benevolent  institutions 
v/ho  are  just  doing  this  out  of  goodness  to  try  to  keep  their  people 
informed  of  what's  going  on — again,  it  violates  the  intent.  And  Con- 
gress has  had  that  experience  in  taxation,  and  if  they  can  go  on 
and  raise  the  rate,  but  they'll  deny  access.  One  thing  I  think  we 
have  a  responsibility  to  do  is  to  provide  access. 

Well,  thank  you  for  your  testimony. 

Mr.  SiLBERGELD.  Thank  you,  Mr.  Congressman. 

Miss  Collins.  At  this  time  the  Chair  recognizes  Congresswoman 
Eleanor  Holmes  Norton. 

Ms.  Norton.  I  want  to  thank  you.  Madam  Chair.  This  is  always 
a  troublesome  part  of  our  jurisdiction  and  it  is  very  difficult  for  us, 
but  there's  nothing  to  do  but  try  to  do  what  you're  doing,  and  that 
is  grab  hold  of  it. 

Actually,  I  have  only  one  question  for  this  panel,  and  that  is, 
have  they  considered  the  impact  of  the  proposed  rate  increase  on 
the  nonprofit  mailing  industry? 

Mr.  SiLBERGELD.  I  Can  certainly  say  we  have.  The  rate  increases, 
the  proposed  rate  increase  and  the  so-called  proposed  negotiated 
settlement  would  be  across  the  board,  except  that  what  is  not  pin- 
point— the  library  rate,  newspaper  rate,  certain  rates  will  receive 
a  higher  markup  than  the  otherwise  across-the-board  settlement.  It 
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is  significant — we  would  hope  to  see  very  substantial  justification 
for  that  before  agreeing  to  a  proposed  settlement.  We  understand 
the  law.  The  Postal  Service  has  to  have  revenues  to  meet  its  ex- 
penses. Just  as  Congressman  Myers  explained  that  when  you 
change  two  numbers  in  an  arithmetical  equation  and  both  of  them 
are  variables  in  determining  what  the  product  is,  likewise,  that  re- 
quirement— ^there  is — there  are  two  variables.  One  is  the  revenues; 
the  other  is  the  costs.  Because  the  costs  haven't  been  held  down, 
we  know  that  we  are  going  to  have  to  pay  more.  All  mailers  know 
that  statutory  requirement.  We  had  hoped  that  across  the  board 
would  mean  across  the  board,  which  is  to  say  everybody  is  going 
to  pay  the  same  rate  of  increase.  That  issue,  I  believe,  will  have 
to  be  addressed  one  way  or  another. 

Miss  Collins.  Thank  you. 

The  Chair  recognizes  Congresswoman  Morella. 

Mrs.  Morella.  Thank  you. 

I  am  intrigued  by  your  testimony,  particularly  because  you  feel 
like  you're  the  odd  step-cousin  once  removed  from  the  whole  proc- 
ess, and  I  recognize,  as  I  said  in  my  opening  remarks,  about  auto- 
mation. But  then  you  indicate  that  the  nonprofit  community  really 
has  been  left  out  of  this  equation  totally,  and  you  say  the  trend  of 
either  ignoring  or  attempting  to  eliminate  nonprofit  mailing  inter- 
ests from  these  so-called  negotiated  settlements  is  becoming  more 
common  from  USPS,  and  then  you  go  on  to  say  that,  how  can  you 
fulfill  the  reclassification  objective  to  simplify  the  rate  structure  of 
USPS  if  you're  going  to  leave  out  an  entire  rate  category?  So  you 
really  feel  like  you've  been  ignored;  is  that  correct? 

Mr.  SiLBERGELD.  To  date,  there  has  been  no  clear  indication  that 
the  nonprofit  mailers  will  be  included  in  that  reclassification.  And, 
as  the  testimony  indicates,  there  have  been  indications  going  both 
ways,  and  at  this  point  there's  no — the  indication  may  well  be  that 
nonprofit  mailers  will  not  be  included  in  that  rate  reclassification. 

We  feel  that  our  members  are  able  and  willing,  large  or  small, 
to  provide  work-saving,  cost-saving  services  to  the  Post  Office  to  re- 
duce the  Post  Office's  cost  in  handling  that  mail  and  that  we  ought 
to  get  the  appropriate  cost-saving  passthroughs  in  the  form  of  dis- 
counts that  any  other  class  of  mailer  would.  The  question  should 
be,  what  does  it  cost  the  Postal  Service  to  handle  a  particular  batch 
of  mail?  And  if  we  provide  cost-saving  services  in  preparing  the 
mail,  we  ought  to  get  that  savings  passed  through,  just  like  any 
other  mailer. 

I  don't  know  politically,  legally  what  we're  going  to  have  to  do 
to  get  the  Postal  Service  to  stop  treating  nonprofit  rate  mailers  the 
same  way  it  treats  other  mailers  in  that  respect,  but  we're  cer- 
tainly going  to  do  everything  that  is  within  our  power,  and  we  cer- 
tainly believe  the  question  of  why  the  Postal  Service  may  consider 
nonprofits  to  be  a  step-class  of  mailers  is  worthy  of  the  attention 
of  the  subcommittee. 

Mrs.  Morella.  So,  in  other  words,  you've  talked  about  what 
might  be  within  your  power  moving  ahead  to  make  sure  that  you're 
included.  What  would  you  see  as  within  our  power  as  a  committee? 

Mr.  SiLBERGELD.  I  suppose 

Mrs.  Morella.  You've  talked  about  Chairman  Cla^s  com- 
promise. 
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Mr.  SiLBERGELD.  Yes.  Well,  I  suppose  the  first  question,  the 
thing  to  do  is  to  ask  questions,  to  ask  questions  directly,  to  get  a 
formal  statement  of  the  Service's  philosophy,  to  get  it  out  in  the 
open,  to  require  the  Service  to  discuss  it  in  public  and  to  be  frank 
about  it.  And  I  think  that  would  be  a  good,  strong  first  step  indica- 
tion of  how  they  intend  to  apply  that  philosophy. 

With  respect  to  the  next  steps,  the  upcoming  changes  in  rates 
would  be  an  appropriate  follow  on  that  discussion,  but  the  first 
thing  I  think  that  needs  to  be  done  is  to  get  their  operating  prem- 
ises formalized  and  stated  and  discussed  in  public. 

Mrs.  MORELLA.  So  when  you  talk  about  work-sharing  discounts, 
you  are  talking  about  ways  that  nonprofit  mailers  save  money.  You 
are  doing  that  already.  You  have  been  doing  that;  right? 

Mr.  SiLBERGELD.  Many,  many,  many  members — I  would  say  most 
of  our  members — most  of  our  members  do  that  through  either  in- 
house  or  through  commercial  mailing  houses,  preparing  the  mail 
for  delivery  down  to  the  carrier  walk  route,  and  everything  we  do 
that  makes  the  bundles  for  delivery  more  specific  saves  the  Postal 
Service  money. 

Mrs.  MORELLA.  Are  you  suggesting  any  new  ones  or  are  you  just 
saying  you've  been  doing  this  all  along  and  it's  not  even  recognized; 
we  don't  get  any  benefits  for  what  we  save  the  postal  system? 

Mr.  SiLBERGELD.  We  do  get  some  benefits.  We  do  have  some  dis- 
counts available.  It's  not  a  full  passthrough.  We  don't  know  why  it's 
not  a  full  passthrough.  The  Postal  Service  apparently  believes  that 
when  we  undertake  an  expense  to  save  them  an  expense  that  oth- 
erwise they  would  incur,  that  they  and  we  should  share  the  bene- 
fits of  that.  But  leaving  us  out  of— we  don't  know  exactly  what  the 
scenario  will  be  if  we're  left  out  of  the  reclassification.  One  thing 
that  is  certain  is  that  we  will  not  get  any  closer  to  realizing  the 
full  savings  that  we  afford  the  Postal  Service  by  doing  the  work 
that  they  otherwise  would  have  to  do. 

It  could  be  that  the  realization  of  savings  will  get  worse.  That, 
too,  it  seems  to  me,  the  philosophy  behind  it  should  be  formally 
stated  by  the  Postal  Service,  their  operating  premises  made  clear, 
so  that  they  can  be  discussed  as  a  matter  of  operating  policy. 

Mrs.  MORELLA.  Well,  that's  one  of  the  benefits  of  this  oversight 
hearing,  the  fact  that  it  calls  to  our  attention  problems  that  you've 
mentioned. 

Thank  you.  Thank  you.  Madam  Chair. 

Miss  Collins.  Thank  you. 

The  Chair  is  going  to  ask  members  to  hold  all  questions  until  the 
entire  panel  has  spoken  and  to  ask  the  panelists  to  summarize 
their  presentations  because  we  have  three  panels  this  morning. 

Next  is  Mr.  Lee  Cassidy,  executive  director  of  Nonprofit  Mailers 
Federation. 

Mr.  Cassidy.  Madam  Chair,  thank  you  for  the  opportunity  to 
present  this  testimony.  I  am  Lee  Cassidy,  executive  director  of  the 
Nonprofit  Mailers  Federation.  The  federation  is  a  coalition  of  more 
than  400  nonprofit  organizations  that  use  the  mails  to  commu- 
nicate with  members  £ind  donors. 

With  me  today  to  present  our  testimony  is  Ms.  Barcy  Fox  from 
Chairman  Clay's  alma  mater.  Ms.  Fox  is  vice  president  for  institu- 
tional advancement  at  St.  Louis  University.  She  also  represents 
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CASE,  the  Council  for  the  Advancement  and  Support  of  Education, 
with  2,800  institutional  members  among  colleges,  universities,  and 
private  schools. 

With  me  also  at  the  end  of  the  table  is  Ms.  Carolyn  Emigh,  who 
is  economic  counsel  to  the  Nonprofit  Mailers  Federation  and  our 
staff  representative  on  the  Mailers  Technical  Advisory  Committee. 
Ms.  Emigh  will  answer  any  technical  questions  that  you  or  other 
members  of  the  committee  may  have. 

We  had  hoped  that  our  chairman.  Dr.  John  Cain  from  the  Priests 
of  the  Sacred  Heart  in  Wisconsin,  would  also  be  here.  Unfortu- 
nately, Dr.  Cain  has  pressing  business  that  would  not  permit  him 
to  travel  to  Washington  today.  Ms.  Fox  will  introduce  a  letter  from 
Dr.  Cain  which  we've  included  as  part  of  our  prepared  testimony. 

Ms.  Fox. 

Miss  Collins.  Thank  you  very  much.  The  Chair  recognizes  Barcy 
Fox,  vice  president  for  institutional  advancement  at  St.  Louis  Uni- 
versity. Welcome. 

Ms.  Fox.  Thank  you  very  much,  Madam  Chairman. 

I  am  pleased  to  be  here  representing  the  chairman's  own  alma 
mater.  I  want  to  thank  you.  Chairperson  Collins 

Miss  Collins.  Excuse  me.  Can  you  pull  that  closer  to  you  [refer- 
ring to  the  microphone]. 

Ms.  Fox.  Yes.  Shall  I  begin  again? 

Miss  Collins.  Yes. 

Ms.  Fox.  OK.  Thank  you,  Madam  Chair.  I  am  pleased  to  be  here 
representing  the  chairman's  own  alma  mater.  I  want  to  thank  you. 
Chairperson  Collins,  for  the  great  effort  put  forth  by  you  and  your 
staff  over  the  last  2  years  to  reform  revenue  forgone.  Thank  you 
also  for  continuing  to  follow  up  on  the  many  details  that  flow  from 
that  reform. 

My  remarks  today,  as  you  just  requested,  will  be  brief  and  are 
excerpted  from  my  prefiled  testimony. 

St.  Louis  University,  like  all  nonprofit  organizations  that  use  sec- 
ond class  and  third  class  nonprofit  mail  to  communicate  with  do- 
nors, members,  and  alumni,  is  greatly  concerned  about  a  number 
of  issues  relating  to  the  Postal  Service.  I  can  sum  up  the  issues  by 
noting  that  the  Postal  Service  appears  to  be  completely  out  of  con- 
trol, not,  as  Congresswoman  Morella  said  just  a  few  moments  ago, 
listening  well  to  its  customers. 

That  is  so  in  the  way  it  is  implementing  the  Revenue  Forgone 
Reform  Act,  in  its  plans  to  ignore  the  Postal  Reorganization  Act  by 
instituting  demand  pricing  and  calling  it  reclassification,  and  in  the 
way  it  operates  on  a  daily  basis  with  nonprofit  mailers  and  pre- 
sumably with  all  third  class  mailers. 

It  is  no  surprise  to  you,  to  the  members  of  this  committee,  or  to 
your  staffs,  that  the  Postal  Service  has  been  less  than  accommodat- 
ing to  nonprofits  as  it  develops  regulations  that  implement  the  re- 
strictions on  advertising  content  in  third  class  nonprofit  mail  which 
were  authorized  by  the  Revenue  Forgone  Reform  Act.  At  least  two 
major  provisions  of  the  proposed  regulations  are  in  violation  of  ex- 
pressed congressional  intent,  and  the  chairman's  letter  of  March  7 
to  the  Postmaster  General  pointed  out  those  violations  in  clear  and 
unmistakable  terms.  We  thank  you  for  that  strong  stand. 
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We  have  reason  to  believe,  based  on  Postal  Service  documents 
which  we  have  seen  and  shared  with  your  staff,  that  only  one  of 
the  two  violations  will  be  corrected. 

But  the  other  issue  addressed  in  your  letter  of  March  7  is  equally 
important  to  all  nonprofits,  and  the  Postal  Service  is  apparently 
unwilling  fully  to  comply  with  your  insistence  that  third  class  peri- 
odicals be  exempt  from  the  substantially  related  test.  The  Non- 
profit Mailers  Federation  in  its  comments  on  the  original  draft  reg- 
ulations pointed  out  how  the  language  of  the  legislation  clearly 
would  permit  the  Postal  Service  to  define  periodical  publications  in 
a  manner  that  would  allow  magazines  such  as  our  own  to  qualify. 
Yet,  the  Postal  Service  insists  on  defining  periodicals  by  the  same 
standard  it  uses  for  second  class  publications.  But  the  majority  of 
those  details  have  to  do  with  how  and  to  whom  publications  are 
distributed,  not  with  the  nature  of  the  periodicals  themselves.  It 
appears  that  the  specifics  are  so  detailed  not  because  it  is  nec- 
essary that  they  be  so  to  determine  what  is  a  real  periodical,  but 
solely  to  disqualify  most  publications  from  the  exemption  provided 
in  the  Revenue  Forgone  Reform  Act. 

I  find  it  easy  to  understand  the  business  temptation  to  provide 
favorable  rates  and  service  to  the  20  percent  of  customers  who  pro- 
vide 80  percent  of  the  Postal  Service's  volume.  However,  this  orga- 
nization has  a  dual  mandate,  as  we  have  heard  this  morning,  and 
it  includes  providing  favorable  service  to  nonprofits  under  the  in- 
tent of  Congress,  not  treating  us  as  a  nuisance  to  be  extinguished, 
if  you  will. 

This  is  no  theoretical  or  intellectual  exercise  on  our  part.  Being 
able  to  mail  our  alumni  magazine  at  nonprofit  third  class  rates  and 
have  it  contain  advertising  that  helps  to  pay  the  many  thousands 
of  dollars  of  cost  for  those  publications  is  vital  to  our  ability  to  com- 
municate with  alumni.  We  must  contact  our  80,000  alumni  in  all 
52  States  at  least  8  times  per  year  to  remain  at  a  minimal  level 
of  being  in  touch  with  them. 

We  are  a  customer  of  some  substance,  therefore,  but  our  ability 
to  continue  to  use  the  mails  for  these  purposes  will  be  seriously 
constrained  by  the  United  Postal  Service's  attempt  to  have  us  pay 
full  commercial  rates.  If  these  rates  result — if  the  rates  resulting 
from  reclassification  are  accepted,  I  will  not  be  able  to  move  from 
a  quarterly  to  a  bimonthly  publication,  as  our  alumni  have  indi- 
cated they  would  like.  I  cannot  afford  both  more  magazine  issues 
and  increased  postal  rates.  I  must  make  a  choice. 

Madam  Chairman,  you  know  and  I  know  what  a  periodical  publi- 
cation is.  It  is  only  the  Postal  Service  that  claims  that  unless  the 
publication  meets  the  stringent  test  detailed  in  the  Domestic  Mail 
Manual  it  is  not  a  periodical.  We  ask  that  you  continue  your  close 
oversight  of  the  Postal  Service  to  assure  that  it  develops  sensible 
and  justifiable  regulations  defining  periodical  publication  that  are 
faithful  to  the  requirements  of  the  Revenue  Forgone  Reform  Act 
and  do  not  unnecessarily  disqualify  the  great  majority  of  third 
class  nonprofit  periodicals. 

We  also  understand  that  the  Postal  Service  may  permit  church 
newsletters  which  contain  unrelated  ads  to  mail  at  nonprofit  third 
class  rates  while  requiring  that  other  periodicals  meet  the  more 
stringent  standards  for  second  class  in  order  to  qualify  for  third 
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class.  Such  a  determination  would  clearly  be  unfair  to  those  mail- 
ers not  connected  to  churches. 

While  on  the  subject  of  churches  and  religion,  I  want  briefly  to 
discuss  back-end  premiums,  an  issue  greatly  important  to  religious 
organizations,  especially  religious  charities,  but  also  to  any  organi- 
zation that  must  raise  funds  from  the  public.  Premiums  are  not 
products  in  the  sense  that  most  people  consider  products.  They  are 
available  upon  request.  There  is  often  not  a  fixed  price  attached  to 
them. 

Many  nonprofits  ask  for  a  suggested  contribution  and  send  the 
premium  regardless  of  the  level  of  contribution.  Premiums  are  the 
last  step  in  the  fundraising  process.  They  are  not  products. 

But  the  Postal  Service  claims  that  premiums  are  products  and 
also  states  that  appeals  for  funds  which  offer  premiums  are  adver- 
tising. Therefore,  says  the  Service,  premiums  must  be  substantially 
related  to  the  nonprofit's  mission  and  must  also  be  low  cost  or  con- 
tributed to  the  nonprofit  in  order  to  be  themselves  mailed  at  non- 
profit rates.  This  interpretation  makes  it  clear  that  the  Postal 
Service  doesn't  understand  the  fundraising  practices  of  its  cus- 
tomers, practices  that  bring  in  hundreds  of  millions  of  dollars  in 
postal  revenues  to  the  Service  each  year. 

Madam  Chairman,  I  wish  to  address  one  other  issue  with  this 
committee.  It  relates  to  the  Postal  Service's  plan  to  reclassify  all 
mail  from  the  present  four  classes  to  a  series  of  subclasses.  Reclas- 
sification is  premised  on  a  policy  change  that  is  diametrically  op- 
posed to  current  law.  The  1970  Postal  Reorganization  Act  specifi- 
cally requires  cost-based  pricing  and  insists  that  each  class  of  mail 
cover  its  own  costs.  But  Postal  Service  economists  are  using 
Ramsey  pricing,  which  is  based  on  demand  and  not  cost,  as  the 
theoretical  underpinnings  for  their  proposed  reclassification  model. 

Under  the  plan,  the  Postal  Service  would  carve  out  a  couple  of 
homogeneous  low-cost  segments  or  subclasses  of  bulk  third  class 
mail.  These  subclasses  are  those  most  vulnerable  to  alternate  deliv- 
ery methods  and  clearly  have  been  designed  to  meet  the  demands 
of  a  very  small  group  of  very  large  commercial  mailers.  As  a  result, 
the  Postal  Service  could  undercut  its  competitors  for  large  volume 
bulk  mail  and  make  up  the  difference  by  charging  higher  prices  for 
other  bulk  mail.  That  would  include  nonprofits  and  other  small-to- 
medium-sized  mailers.  What  is  now  known  as  third  class  bulk  mail 
would  continue  to  cover  its  costs,  but  the  costs  would  be  unequally 
spread  among  the  subclasses. 

For  years  and  to  this  day,  the  Postal  Service  has  ignored  well- 
tested  and  proven  methods  of  achieving  continuous  quality  im- 
provement which  have  been  responsible  for  turnarounds  at  such 
other  large  organizations  as  Ford  Motor.  But  the  Postal  Service 
continues  to  appear  intent  on  preferring  to  increase  prices,  espe- 
cially for  those  mailers  such  as  nonprofits  without  alternative  de- 
livery options,  rather  than  improving  quality  and,  therefore,  serv- 
ice. 

Reclassification  is  a  Trojan  horse.  It  is  designed  to  subvert  many 
of  the  safeguards  Congress  built  into  the  monopoly  franchise  grant- 
ed to  the  Postal  Service  and  its  predecessor,  the  Post  Office  Depart- 
ment. We  urge  this  committee  to  investigate  carefully  and  fully,  en- 
sure that  Mr.  Ramsey  and  his  theories  are  kept  out  of  L'Enfant 
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Plaza,  and  that  the  antimonopoly  provisions  of  the  law  are  not  vio- 
lated. 

The  last  point  1  wish  to  make  is  that  the  Postal  Service  operates 
in  such  a  haphazard  manner  that  it  is  impossible  for  mailers  to 
plan  properly,  to  execute  their  plans  with  any  certainty  that  the 
Service  will  fulfill  its  statutory  obligations,  and  to  obtain  timely 
and  reasonable  attention  when  things  go  wrong. 

For  that  point,  I  refer  you  to  the  letter  from  Dr.  Cain  of  the 
Priests  of  the  Sacred  Heart  which  is  included  in  my  prefiled  testi- 
mony. Dr.  Cain's  horror  stories  are  those  of  the  largest  mailer  in 
his  local  post  office,  and  it  makes  one  wonder  what  happens  to  the 
smaller  mailer. 

I  thank  you  very  much  for  the  opportunity  to  speak  to  the  com- 
mittee today,  and  I  will  be  pleased  to  answer  your  questions  or  to 
gain  the  able  assistance  of  my  colleagues. 

[The  prepared  statements  of  Mr.  Cassidy  and  Ms.  Fox  follow:] 
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Prepared  Statement  of  Lee  Cassidy,  Executive  Director,  Nonprofit  Mailers 
Federation 

Mr.  Chairman,  thank  you  for  the  opportunity  to  present  this 
testimony.   I  am  Lee  M. Cassidy,  executive  director  of  the 
Nonprofit  Mailers  Federation.   The  Federation  is  a  coalition  of 
more  than  400  nonprofit  organizations  that  use  the  mails  to 
communicate  with  members  and  donors. 

With  me  today  to  present  our  testimony  is  Ms.  Barcy  Fox,  from 
your  alma  mater.   Ms.  Fox  is  Vice  President  for  Institutional 
Advancement  of  St.  Louis  University.   She  also  represents  CASE, 
the  Council  for  the  Advancement  and  Support  of  Education,  with 
2800  institutional  members  among  colleges  and  universities. 

With  me  also  is  Ms.  Carolyn  Emigh,  who  is  economic  counsel  to  the 
Nonprofit  Mailers  Federation,  and  our  staff  representative  on  the 
Mailers  Technical  Advisory  Committee.   Ms.  Emigh  will  answer  any 
technical  questions  you  or  other  members  of  the  Committee  may 
have. 

We  had  hoped  that  our  chairman.  Dr.  John  Cain,  of  the  Priests  of 
the  Sacred  Heart  in  Wisconsin,  would  also  be  here,  but  he  has 
pressing  business  that  would  not  permit  him  to  travel  to 
Washington  today.   Ms.  Fox  will  introduce  a  letter  from  Dr.  Cain, 
which  we  have  included  as  part  of  our  pre-filed  testimony. 
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Prepared  Statement  of  Barcy  Fox,  Vice  President  for  Institutional 
Advancement,  St.  Louis  University 

Thank  you,  Mr.  Chairman.   I'm  pleased  to  be  here  representing 
your  alma  mater  before  such  a  distinguished  alumnus  as  yourself. 

I  want  to  thank  you,  Mr.  Chairman,  for  the  great  effort  put  forth 
by  you  and  your  staff  over  the  last  two  years  to  reform  Revenue 
Forgone.   Thank  you  also  for  continuing  to  follow  up  on  the  many 
details  that  flow  from  that  reform. 

St.  Louis  University,  like  all  nonprofit  organizations  that  use 
second  class  and  third  class  nonprofit  mail  to  communicate  with 
students,  parents,  donors,  members,  and  alumni,  is  greatly 
concerned  about  a  number  of  issues  relating  to  the  Postal 
Service. 

I  can  sum  up  the  issues  by  noting  that  the  Postal  Service  appears 
to  be  completely  out  of  control .   That  is  so  in  the  way  it  is 
implementing  the  Revenue  Forgone  Reform  Act;  in  its  plans  to 
ignore  the  Postal  Reorganization  Act  by  instituting  demand 
pricing  through  reclassification;  and  in  the  way  it  operates  on  a 
daily  basis  with  nonprofit  mailers  and,  presumably,  with  all 
third  class  mailers. 

It  is  no  surprise  to  you,  to  the  Members  of  this  Committee,  or  to 
your  staffs,  that  the  Postal  Service  has  been  less  than 
accommodating  to  nonprofits  as  it  develops  regulations  that 
implement  the  restrictions  on  advertising  content  in  third  class 
nonprofit  mail,  which  were  authorized  by  the  Revenue  Forgone 
Reform  Act. 

The  first  draft  of  the  proposed  regulations  was  vague  and 
unintelligible,  and  broke  much  new  ground.   Yet  the  USPS  allowed 
just  30  days,  over  the  year-end  holiday  period,  for  comments.   It 
was  only  after  heavy  pressure  from  nonprofits  and  commercial 
mailers  alike  that  the  USPS  agreed  to  extend  the  comment  period, 
and  to  hold  a  public  hearing  on  the  proposed  regulations. 
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The  critical  comments  made  not  just  by  nonprofits  but  also  by 
organizations  of  commercial  mailers  are  loud  testimony  to  the 
poor  quality  of  the  proposed  regulations. 

At  least  two  major  provisions  of  the  proposed  regulations  are  in 
violation  of  expressed  Congressional  intent,  and  your  letter  of 
March  7  to  the  Postmaster  General  pointed  out  those  violations  in 
clear  and  unmistakable  terms.   We  thank  you  for  that  strong 
stand. 

We  have  reason  to  believe,  based  on  USPS  documents  circulated 
subsequent  to  your  March  7  letter,  and  which  we  have  seen  and 
shared  with  your  staff,  that  only  one  of  the  two  violations  will 
be  corrected.   I'm  speaking  of  the  intent  of  the  Postal  Service 
to  establish  its  own  standard  for  what  is  "substantially  related" 
to  a  mailer's  nonprofit  purpose.   In  what  is  apparently  a  second 
draft  of  the  proposed  regulations,  the  Postal  Service  has  acceded 
to  your  demand  that  it  use  the  legislatively-mandated  standard 
for  "substantially  related"  --  the  standard  established  by  the 
Internal  Revenue  Service. 

But  the  other  issue  addressed  in  your  letter  of  March  7  is 
equally  important  to  all  nonprofits,  and  the  Postal  Service  is 
apparently  unwilling  fully  to  comply  with  your  insistence  that 
third  class  periodicals  be  exempt  from  the  "substantially 
related"  test. 

The  Postal  Service  document  referred  to  earlier,  which  as  noted 
is  apparently  a  second  draft  of  the  proposed  regulations, 
continues  to  use  the  very  narrow  definition  of  "periodical 
publication"  that  it  proposed  in  the  first  draft.   That 
definition  is  so  narrow  that  virtually  no  publication  currrently 
using  third  class  mail  could  meet  its  numerous  and  detailed 
specifications . 

The  Nonprofit  Mailers  Federation,  in  its  comments  on  the  original 
draft  regulations,  pointed  out  how  the  language  of  the 
legislation  clearly  would  permit  the  Postal  Service  to  define 
periodical  publications  in  a  manner  that  would  allow  magazines 
such  as  our  own  to  qualify.   Yet  the  Postal  Service  insists  on 
defining  periodicals  by  the  same  standard  it  uses  for  second 
class  publications.   But  the  majority  of  those  details  have  to  do 
with  how  and  to  whom  publications  are  distributed,  not  with  the 
nature  of  the  periodicals  themselves. 

It  appears  that  the  specifics  are  so  detailed  not  because  it  is 
necessary  that  they  be  so  to  determine  what  is  a  "real" 
periodical,  but  solely  to  disqualify  most  publications  from  the 
exemption  provided  in  the  Revenue  Forgone  Reform  Act. 
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Mr.  Chairman,  this  is  no  theoretical  or  intellectual  exercise. 
Being  able  to  mail  our  alumni  magazine  at  nonprofit  third  class 
rates  is  vital  to  our  ability  to  communicate  with  alumni.   We  are 
continually  told,  in  our  surveys,  that  the  most  important  benefit 
of  membership  in  the  alumni  association  is  the  magazine.   That  is 
so  because  it  is  the  most  visible  connection  alumni  have  with  the 
University.   Nonetheless,  because  we  are  unwilling  to  risk  our 
mailing  privileges  at  marginally  affordable  rates,  we  must  forego 
not  only  advertising  revenue  from  outsiders,  we  must  also  refrain 
from  "advertising"  University-related  merchandise  like  bookends, 
special  auto  license  plates,  signet  rings,  and  other  reminders  of 
affiliation  with  the  University  that  seldom  produce  adequate 
revenue  to  cover  their  costs  of  production. 

But  because  we  cannot  qualify  for  the  detailed  requirements  of 
second  class  mail,  especially  the  subscriber  test,  we  have  no 
economic  choice  but  to  mail  our  magazine  third  class.   And  the 
Catch-22  is  that,  by  using  third  class  mail,  the  Postal  Service 
says  that  we  must  eliminate  most  advertising,  or  pay  commercial 
postage  rates.   That  is  not  only  unfair,  it's  in  contravention  of 
both  the  letter  and  spirit  of  the  recent  legislation. 

Inconsistent  application  or  interpretation  of  guidelines,  like 
the  meaning  of  "Bulletin",  also  and  frequently  affect  the 
distribution  of  our  course  catalogs  --  which  some  Postmasters 
require  to  be  called  The  Bulletin,  and  others  interpret  as 
requiring  Bulletin  in  the  indicia. 

Mr.  Chairman,  you  know  and  I  know  what  a  periodical  publication 
is.   It  is  only  the  Postal  Service  that  claims  that  unless  a 
publication  meets  the  stringent  tests  detailed  in  the  Domestic 
Mail  Manual,  it  is  not  a  periodical. 

We  ask  that  you  continue  your  close  oversight  of  the  Postal 
Service,  to  assure  that  it  develops  sensible  and  justifiable 
regulations  defining  "periodical  publication"  that  are  faithful 
to  the  requirements  of  the  Revenue  Forgone  Reform  Act  and  do  not 
unnecessarily  disqualify  the  great  majority  of  third  class 
nonprofit  periodicals. 

We  also  understand  that  the  Postal  Service  may  permit  church 
newsletters  which  contain  unrelated  ads  to  mail  at  nonprofit 
third  class  rates,  while  requiring  that  other  periodicals  meet 
the  more  stringent  standards  for  second  class,  in  order  to 
qualify  for  third  class.   Such  a  determination  would  clearly  be 
unfair  to  those  mailers  not  connected  to  churches. 

While  on  the  subject  of  churches  and  religions,  I  want  to  briefly 
discuss  "back  end"  premiums,  an  issue  greatly  important  to 
religious  organizations,  especially  religious  charities,  but  also 
to  any  organization  that  raises  funds. 


Premiums  are  not  products,  in  the  sense  that  most  people  consider 
products.   They  are  available  upon  request.  There  is  often  not  a 
fixed  price  attached  to  them.   Many  nonprofits  ask  for  a 
suggested  contribution,  and  send  the  premium  regardless  of  the 
level  of  contribution.   Premiums  are  the  last  step  in  the 
fundraising  process.   They  are  not  products. 

But  the  Postal  Service  claims  that  premiums  are  products,  and 
also  states  that  appeals  for  funds  which  offer  premiums  are 
advertising.   Therefore,  says  the  Service,  premiums  must  be 
substantially  related  to  the  nonprofit's  mission,  and  must  also 
be  low  cost,  or  contributed  to  the  nonprofit,  in  order  to  be 
themselves  mailed  at  nonprofit  rates. 

This  interpretation  makes  it  clear  that  the  Postal  Service 
doesn't  understand  the  fundraising  practices  of  its  customers  -- 
practices  that  bring  in  hundreds  of  millions  of  dollars  in 
postage  revenues  to  the  Service  each  year.   It  also  makes  clear 
that  fundraising  practices  would  have  to  be  substantially  changed 
if  this  interpretation  stands. 

Mr.  Chairman,  I  want  to  address  one  other  issue  with  this 
Committee.   It  relates  to  the  Postal  Service's  plan  to  reclassify 
all  mail,  from  the  present  four  classes  to  a  series  of 
subclasses. 

Reclassification  is  premised  on  a  policy  change  that  is 
diametrically  opposed  to  current  law. 

The  law  grants  a  virtual  monopoly  to  the  Postal  Service,  and 
provides  for  rate  regulation  so  that  the  monopoly  does  not  abuse 
its  power  and  engage  in  demand  pricing,  or  charge  what  the  market 
will  bear.   In  fact,  the  1970  Postal  Reorganization  Act 
specifically  requires  cost-based  pricing,  and  insists  that  each 
class  of  mail  cover  its  own  costs. 

Referring  to  the  work  of  economist  Frank  Ramsey  in  the  1920 's. 
Postal  Service  economists  claim  "Ramsey  pricing"  as  the 
theoretical  underpinnings  of  their  proposed  reclassification 
model.   Under  the  plan,  the  Postal  Service  would  carve  out  a 
couple  of  homogeneous  low-cost  segments,  or  "subclasses",  of  bulk 
third  class  mail.   These  subclasses  are  those  most  vulnerable  to 
alternate  delivery  methods,  and  clearly  have  been  designed  to 
meet  the  demands  of  a  very  small  group  of  very  large  commercial 
mailers. 

The  remainder  of  bulk  mail  would  be  an  "all  other"  subclass,  with 
necessarily  high  cost  attributes. 
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As  a  result,  the  Postal  Service  could  undercut  its  competitors 
for  large  volume  bulk  mail,  and  make  up  the  difference  by 
charging  higher  prices  for  other  bulk  mail.   That  would  include 
nonprofits  and  other  small-to-medium  sized  mailers.   What  is  now 
know  as  third  class  bulk  mail  would  continue  to  cover  its  costs, 
but  the  costs  would  be  unequally  spread  among  the  subclasses. 

We  understand  the  Postal  Service's  desire  to  retain  its  large 
customers.   But  the  best  way  to  maintain  and  increase  market 
share  is  to  continually  improve  the  quality  of  service.   That 
would  increase  productivity,  and  result  in  lower  costs,  and 
therefore  lower  prices,  for  all  mail. 

For  years,  under  a  succession  of  Postmasters  General  and  other 
senior  management,  the  Postal  Service  has  ignored  well- tested  and 
proven  methods  of  achieving  continuous  quality  improvement,  which 
have  been  responsible  for  turn-arounds  at  such  other  large 
organizations  as  Ford  Motor  Company.   But  the  Postal  Service 
continues  to  appear  intent  on  preferring  to  increase  prices, 
especially  for  those  mailers,  such  as  nonprofits,  without 
alternative  delivery  options,  rather  than  improve  quality. 

Mr.  Chairman,  reclassification  is  a  Trojan  Horse.   It  is  designed 
to  subvert  many  of  the  safeguards  Congress  built  into  the 
monopoly  franchise  granted  the  Postal  Service  and  its 
predecessor,  the  Post  Office  Department.   We  urge  this  Committee 
to  investigate  carefully  and  fully,  insure  that  Mr.  Ramsey  and 
his  theories  are  kept  out  of  L' Enfant  Plaza,  and  that  the  anti- 
monopoly  provisions  of  the  law  are  not  violated. 

The  last  point  I  want  to  make,  Mr.  Chairman,  is  that  the  Postal 
Service  operates  in  such  a  haphazard  manner  that  it  is  impossible 
for  mailers  to  plan  properly;  to  execute  their  plans  with  any 
certainty  that  the  Service  will  fulfill  its  statutory 
obligations;  and  to  obtain  timely  and  reasonable  attention  when 
things  go  wrong. 

For  that  point,  I  refer  you  to  the  following  letter  from  Dr.  Cain 
of  the  Priests  of  the  Sacred  Heart. 


(Letter  from  Dr.  John  Cain  is  part  of  this  testimony), 


Mr.  Chairman,  thank  you  for  the  opportunity  to  speak  to  the 
Committee  today.   I  will  be  pleased  to  answer  your  questions. 
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PRIESTS  OF  THE    f    ^     ;    SACRED  HEART 
SACRED  HEART    V.X./    MONASTERY 

BOX  900  •   HALES  CORNERS,  WISCONSIN  •   53130 

April    15,    1994 


The  Honorable  William  L.  Clay,  Chairman 
Unites  States  House  of  Representatives 
Committee  on  Post  Office  &  Civil  Service 


Dear  Chairman  Clay, 

Priests  of  the  Sacred  Heart,  a  Roman  Catholic  religious 
community,  is  headquartered  in  Hales  Corners,  Wisconsin,  a 
suburb  of  Milwaukee.   In  Franklin,  Wisconsin,  the  Priests 
operate  the  nation's  largest  seminary  for  adult  candidates 
to  the  Priesthood.   The  priests  are  engaged  in  pastoral 
activities  of  many  kinds  throughout  the  United  States  and 
the  world. 

I  am  responsible  for  preparing  the  direct  mail  programs 
which  the  Priests  of  the  Sacred  Heart  use  for  spreading  the 
Good  News  of  God's  redemptive  love  as  well  as  for  raising 
funds  for  their  ministries.   We  have  forty-three  full-time 
employees.   In  1993,  we  sent  out  approximately  12.5  million 
pieces  of  mail  at  the  3rd  class  nonprofit  rate. 

Our  local  Post  Office  is  in  Hales  Corners,  Wisconsin. 
We  are  their  single  largest  customer. 

What  follows  is  anecdotal  in  nature,  but  it  illustrates 
the  frustration  mailers,  large  and  small,  experience. 


Flexibility  Requirement 

For  a  special  mailing  in  May,  1992,  we  planned  to  send 
our  friends  a  small  aluminum  plaque  with  an  image  of  Christ. 
We  intended  this  gift  to  be  a  reminder  of  Christ's  presence 
in  our  daily  lives.   It  was  2-1/2  inches  in  diameter. 

The  Postal  Service  requires  that,  to  receive  discounts 
for  automation,  mail  must  be  flexible  enough  to  go  through 
the  automated  processes.   Therefore,  in  keeping  with  postal 
requirements,  we  sent  sample  packets  to  the  Engineering  and 
Development  Center  of  the  USPS  in  Merrif ield,  Virginia,  in 
October  of  1991.   The  Domestic  Mail  Manual  states  that 
"requests  for  testing  must  be  submitted  at  least  6  weeks 
before  the  date  of  mailing." 
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After  several  weeks,  we  called  to  see  if  oar  materials 
had  arrived.   The  first  shipment  of  fifty  samples  was 
misplaced  and  we  sent  another  fifty  samples.   After  testing 
was  done,  we  were  told  that  our  package  passed  the 
flexibility  requirement.   However,  no  one  responded  to  our 
request  for  the  approval  to  be  put  in  writing.   We  went  back 
and  forth  for  a  few  months  until  March,  1992;  we  could  wait 
no  longer.   At  that  time,  the  decision  was  finally  made  that 
our  piece  did  not  meet  the  flexibility  requirement.   This 
decision  took  almost  six  months,  not  six  weeks. 

When  we  addressed  these  pieces  of  mail,  we  did  not 
place  the  barcode  on  them  since  this  mailing  was  not 
elegible  for  the  discounts.   We  paid  an  additional  $5,000 
over  the  discounted  rate  in  postage  for  this  mailing. 

The  Postal  Service  was  concerned  about  their  machines. 
We  were  concerned  about  the  condition  in  which  our  gifts 
would  arrive.   No  one  was  able  to  assure  me  that  either 
concern  would  be  met. 

Business  Reply  Envelopes 

The  Postal  Service  has  a  discount  program  for  Business 
Reply  mail  as  an  incentive  for  mailers  to  prepare  the 
envelopes  in  such  a  way  that  they  can  be  handled 
automatically. 

We  cooperated  with  the  automation  process  and  have  been 
receiving  the  discount  for  several  years  now.   Our  business 
reply  mail,  however,  is  not  actually  automated.   It  is  still 
being  counted  by  hand. 

Our  local  Post  Office  counts  our  Business  Reply  Mail 
only  after  everyone  else's  mail  is  sorted,  even  though  we 
pay  a  premium  for  this  "automated  service." 

For  our  convenience,  we  pick  up  our  own  mail  at  the 
Post  Office  in  Hales  Corners.   Since  the  time  for  counting 
our  mail  varies,  we  have  to  telephone  to  know  when  it  is 
ready.   One  day  it  might  be  ready  at  9:30;  another  day  at 
11:00.   We  can  never  be  sure.   It  is  impossible  for  us  to 
hire  part-time  help  with  such  an  erratic  delivery  schedule. 

Trays 

To  assist  in  the  automation  of  outgoing  mail,  we  now 
barcode  each  piece.   Barcoded  mail  must  be  placed  in  trays 
provided  by  the  Postal  Service  to  obtain  the  best  discounts. 
We  must  prepare  the  mail  for  trays  several  weeks  prior  to 
actually  beginning  to  use  the  trays. 
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The  Postal  Service  requires  that  we  place  our  orders 
for  trays  one  week  before  we  need  them.   Last  month,  we 
placed  our  order  two  weeks  before  we  needed  them.   As  we 
neared  the  point  of  running  out  of  trays,  we  faced  the 
possibility  of  having  to  lay  off  six  or  seven  employees  for 
a  day  or  two,  until  more  trays  arrived. 

Telephone  calls  to  our  Hales  Corners  Post  Office  and 
the  Milwaukee  Post  Office  produced  no  results.   On  Friday, 
we  were  told  that  perhaps  we  could  get  the  trays  by  Monday, 
but  maybe  only  by  Tuesday.   One  person  said  the  trays  were 
simply  not  available.   Another  person  said  they  were  in 
Milwaukee,  but  no  trucks  were  available  to  deliver  them. 

For  the  record,  the  trays  were  delivered  on  Saturday 
morning.   We  were  able  to  continue  our  work  without  laying 
anyone  off.   But  we  still  do  not  know  who  has  authority  to 
get  us  what  we  need  on  time  so  we  can  solve  this  problem 
should  it  arise  in  the  future. 

Interpretation  of  Rules 

The  Priests  of  the  Sacred  Heart  have  a  deep  sense  of 
responsibility  for  the  use  of  the  funds  confided  to  them  by 
their  friends  and  donors.   Good  stewardship  requires  that 
every  effort  be  made  to  reduce  expenses  so  that  more  can  be 
available  for  their  ministries. 

Stewardship  becomes  difficult  when  we  receive  diverse 
interpretation  of  Postal  regulations.   What  might  be 
permitted  by  Hales  Corners  may  be  denied  by  Milwaukee  or 
vice  versa.   We  want  to  cooperate  with  the  Postal  Service. 
We  want  to  see  the  full  implementation  of  cost-cutting 
measures.   And  we  also  want  to  see  a  "user  friendly"  Postal 
Service  which  puts  an  emphasis  on  Service. 

This  letter  cites  only  a  few  examples  of  difficulties 
we  experience  in  working  with  the  Postal  Service  to  have  our 
mail  delivered.   We  are  the  largest  single  mailer  in  our 
local  postal  office.   I  can  only  imagine  the  difficulties 
experienced  by  smaller  mailers. 


Sincerely, 


a^ 


John  J.  Cain,  Ph.D. 
Associate  Director 
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Miss  Collins.  Well,  thank  you  very  much. 

Next  the  Chair  recognizes  Tonda  Rush,  president  and  CEO,  Na- 
tional Newspaper  Association. 

Ms.  Rush.  Good  morning.  Chairwoman  Collins,  and  thank  you, 
and  thanks  to  the  members  of  this  committee  for  including  the  con- 
cerns of  community  newspapers  in  this  hearing.  I  will  be  brief  and 
ask  you  to  please  include  our  formal  testimony  in  the  hearing 
record. 

I'd  also  like  to  associate  ourselves  with  the  remarks  of  our  col- 
leagues here  in  the  nonprofit  community  with  respect  to  cost  con- 
trol and  efficient  operation  of  the  Postal  Service,  something  that 
has  to  be  a  concern  to  all  mailers. 

The  National  Newspaper  Association  represents  small  news- 
papers. Our  membership  includes  about  a  third  of  the  daily  news- 
papers and  most  of  the  weeklies  in  this  country,  for  a  total  of  about 
4,200  members.  Our  members  are  characterized  by  their  local  news 
focus.  They're  primarily  locally  owned  and  operated  and  they  de- 
pend heavily  upon  the  Postal  Service  for  their  delivery.  In  fact, 
most  weekly  newspapers,  the  Postal  Service  has  been  its  sole  deliv- 
ery partner  for  more  than  a  century.  We're  probably  its  oldest  com- 
mercial mailer  and  we  have  traditionally  shared  the  Postal  Serv- 
ice's goal  of  binding  the  Nation  together  with  information  and  edu- 
cation. 

As  I'm  sure  the  committee  is  aware,  the  report  of  the  across-the- 
board  settlement  between  the  Postal  Service  and  the  mailers  is  not 
what  it  appears  to  be.  It  turns  out  that  some  pigs  are  more  equal 
than  others  in  this  situation. 

Our  newspaper  members  were  shocked  and  amazed  by  the  size 
of  this  proposed  in-county  rate  increase.  A  34-percent  increase  in 
our  rates  is  absolutely  staggering,  and  particularly  so  when  this 
rate  has  risen  faster  than  the  other  rates  over  the  past  24  years 
as  the  effect  of  losing  revenue  forgone  has  been  felt.  If  it's  put  into 
effect,  it  will  send  shock  waves  through  our  industry,  and  the  re- 
sounding response  will  be  unfortunate. 

The  Postal  Service  tells  us  that  the  cause  of  this  increase  is  two- 
fold. No.  1,  it  believes  our  volumes  have  dropped  27  percent.  No. 
2,  it  tells  us  that  the  cost  of  handling  our  mail  has  risen,  particu- 
larly in  cost  segments  involving  mail  processing. 

When  we  heard  that  this  was  the  basis  for  the  increase,  we  sent 
out  a  call  to  our  members  to  provide  us  some  data  to  try  to  test 
the  Postal  Service's  claims,  and  we  asked  them  specifically  about 
the  number  of  mail  pieces  that  they  entered  in  1989,  which  was  the 
first  year  of  this  rate  cycle,  and  how  many  in  1993,  which  is  the 
base  year  of  this  rate  case.  The  response  to  our  survey  was  gratify- 
ing. Our  fax  machine  ran  so  long  we  had  to  start  buying  ink  car- 
tridges in  bulk  to  receive  them  all,  and  at  the  end  we  tabulated 
most  of  them.  We're  continuing  to  receive  some  responses.  We  have 
taken  a  snapshot  of  more  than  10  percent  of  the  Postal  Service's 
annual  volumes. 

Our  goal — although  we  realize  that  this  will  be  anecdotal  infor- 
mation to  the  Postal  Service,  it's  got  some  statistical  value  to  us. 
We  wanted  to  try  to  tell  the  Postal  Service  where  to  look  as  it 
sought  errors  in  its  assumptions.  What  we  found  is  this:  Our  vol- 
umes have  grown,  have  not  subsided.  Furthermore,  we  found  that 
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the  mailers  who  have  been  deHvering  their  mail  to  the  Postal  Serv- 
ice already  sorted  and  in  the  exact  sequence  of  delivery  to  the  Post- 
al Service  have  increased,  not  decreased.  This  last  piece  of  informa- 
tion makes  us  even  more  puzzled  when  we  try  to  figure  out  how 
the  cost  of  sorting  our  mail  possibly  could  have  risen. 

When  we  test  our  survey  results  against  what  we  know  about 
the  industry,  we  are  further  convinced  that  our  volume  has  not 
dropped.  The  circulation  of  weekly  newspapers  over  this  4-year 
span — and  they  are  the  primary  users  of  this  subclass — ^has  actu- 
ally increased  from  53  million  to  55  million. 

We  don't  see  a  profound  effect  yet  from  private  delivery  in  this 
segment  of  the  market,  although  we  expect  to  after  this  increase. 
Therefore,  we  must  assume  that  most  of  the  increased  circulation 
of  these  weekly  newspapers  was  delivered  by  mail,  and  since  the 
focus  of  these  newspapers  is  local,  we  have  to  assume  that  they 
were  delivered  at  in-county  rates.  How  can  this  be?  How  can  our 
data  be  so  markedly  opposite  the  Postal  Service's? 

Chairwoman  Collins,  we  believe  that  the  answer  is  found  in  the 
measuring  mechanisms  that  the  Postal  Service  uses,  both  in  cap- 
turing the  volumes  of  our  subclasses  and  in  measuring  the  episodes 
of  mail  sortation  that  involved  the  in-county  mailers.  This  subclass 
is  so  small  and  the  Postal  Service's  measurements  are  so  broad 
that  we  think  our  data  simply  fall  through  the  cracks. 

At  this  time  we  are  asking  the  Postal  Service  to  set  aside  its  data 
as  too  flawed  to  be  reliable  and  to  pledge  to  work  with  us  before 
the  next  rate  case  to  try  to  find  a  better  way  to  do  it,  so  that  this 
nightmare  will  not  be  repeated  every  few  years.  However,  we  have 
not  yet  had  an  answer  from  the  Postal  Service,  so  we  are  fully  pre- 
pared to  take  our  case  to  the  Postal  Rate  Commission  and  to  urge 
the  continued  oversight  by  your  committee. 

We  appreciate  the  interest  that  you  and  your  committee  and 
your  committee's  staff  have  shown  in  our  plight,  and  we  pledge  to 
keep  you  posted  on  our  progress.  Thank  you. 

[The  prepared  statement  of  Ms.  Rush  follows:] 

Prepared  Statement  of  Tonda  Rush,  President  and  CEO,  National  Newspaper 
Association 

Mr.  Chairman,  the  National  Newspaper  Association  appreciates  the  opportunity 
to  appear  before  the  Post  Office  and  Civil  Service  Committee  to  assist  the  Commit- 
tee in  its  oversight  responsibilities  of  the  U.S.  Postal  Service. 

As  you  can  imagine,  the  last  month  has  been  a  challenging  one  for  the  community 
newspapers  of  our  nation  who  are  being  asked  by  the  Postal  Service  for  a  budget- 
shattering  34  percent  increase  in  their  postal  rates.  This  proposed  rate  increase  far 
exceeds  any  increase  caused  by  inflation  or  any  known  change  in  Postal  Service 
costs. 

Such  a  stunning  proposal,  after  more  than  two  centuries  of  partnership  between 
community  newspapers  and  the  Postal  Service,  is  causing  our  industry  to  evaluate, 
more  intently  than  it  ever  has,  oiu-  relationship  with  the  Postal  Service.  The  Service 
is  both  our  primary  newspaper  distributor  and,  through  its  aggressive  courtship  of 
direct  mail,  one  of  ovu*  biggest  business  competitors. 

In  addition  to  the  34  percent  increase  in  our  postal  rate  the  Postal  Service  has 
already  requested,  we  have  just  been  told  to  expect  another  increase  in  just  two 
years. 

Now  the  Postal  Service  is  touting  the  fact  that  the  four  years  that  have  passed 
since  the  last  rate  request  means  it  has  broken  the  traditional  three-year  cycle  for 
rate  increases.  But  in  testimony  to  your  committee  last  week  the  Postmaster  Gen- 
eral indicated  he  expected  these  rates  to  last  just  two  yesu-s.  This  is  a  difficult  situa- 
tion for  publishers  to  cope  with  and  most  of  them  find  it  hard  to  see  how  a  four- 
year/two-year  rate  cycle  is  that  much  different  than  a  three-year/three-year  cycle. 
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Community  newspaper  publishers  are  selling  subscriptions  today  that  they  are 
going  to  have  to  fulfill  next  April — ^long  after  the  postal  rate  increase  has  been  in 
effect.  Naturally  they  don't  want  to  have  to  raise  subscription  rates  more  than  twice 
the  rate  inflation  has  gone  up  if  they  don't  have  to.  On  the  other  hand,  they  don't 
want  to  put  themselves  in  a  money-losing  situation  in  their  circulation  efforts.  Most 
of  all,  they  don't  want  to  lose  readers  and  their  communities  do  not  want  to  lose 
their  prime  source  of  news — particularly  in  an  election  year. 

After  our  initial  shock  from  the  Postal  Service  announcement  had  worn  off,  we 
tried  to  figure  out  where  the  Postal  Service's  calculations  had  come  from  and,  so 
far,  despite  our  best  efforts  we  are  unable  to  see  any  relationship  between  real  life 
in  the  newspaper  business  and  the  Postal  Service's  information. 

We  know,  for  example,  that  more  than  80  percent  of  the  Postal  Service's  costs  are 
the  wages  of  its  employees  and  we  know  those  wages  have  not  risen  even  close  to 
34  percent  since  the  last  rate  case.  In  addition,  the  Postal  Service  is  claiming  that 
it  is  saving  $1  billion  per  year  in  labor  costs  since  its  reorganization  so  we  don't 
think  costs  can  be  responsible  for  their  proposal. 

We  also  know  that  newspapers  are  taking  on  more  of  the  processing  and  transpor- 
tation of  in-county  newspapers — work  that  was  previously  handled  by  the  Postal 
Service  itself  That  tells  us  that  handling  each  piece  of  in-county  mail  should  be 
easier  and  less  costly  for  the  Postal  Service. 

We  know  that  nothing  dramatic  has  changed  in  the  nature  of  the  newspapers  that 
would  affect  their  costs  and,  therefore,  their  rates.  In-county  newspapers  are  gen- 
erally entered  at  the  local  post  office  addressed  to  subscribers  served  by  the  local 
post  office  and  presorted  to  the  finest  possible  level  just  as  they  always  have  been. 
Working  with  Postmaster  General  Runyon  we  asked  the  Postal  Service  experts  to 
explain  what  is  going  on  with  the  processing  and  distribution  of  in-county  mail.  We 
were  told  that  costs  had  risen  substantially,  but  that  the  volume  of  in-county  mail 
had  dropped  dramatically. 

The  Postal  Service  claimed  its  in-county  volume  fell  27  percent  between  1989  and 
1993.  Nothing  we  know  about  the  newspaper  industry  leads  us  to  beheve  this  could 
have  happened.  We  think  the  number  of  newspapers  in  those  two  years  was  roughly 
the  same  and  we  think  their  overall  circulation  was  slightly  up.  While  we  know  that 
newspapers  are  slowly  leaving  the  Postal  Service  for  private  delivery,  we  know  the 
change  has  not  been  even  close  to  creating  such  a  large  drop. 

Our  examination  leaves  us  with  two  hypotheses  to  explain  this  increase:  1.  The 
Postal  Service  data  systems  are  inaccurate,  and  2.  The  Postal  Service  is  creating 
unnecessary  costs  in  handling  our  mail  even  as  it  asks  publishers  to  increase  their 
work  sharing 

Our  experience  over  the  last  month  as  we  grappled  with  the  threat  of  this  huge 
rate  increase  raises  important  questions  for  the  committee  to  ask  the  Postal  Service. 
Does  the  Postal  Service  really  know  what  its  costs  are? 

Is  the  Postal  Service  designing  its  rate  structure  with  the  best  interests  of  the 
institution,  the  American  public  and  its  employees  properly  in  mind? 

Does  the  Postal  Service  see  its  own  future  as  clearly  as  it  could  and  should? 
The  purpose  of  a  postal  rate  case  is  to  develop  a  framework  of  rates  that  will  per- 
mit the  Postal  Service  to  break  even.  The  Postal  Service  has  testified  that  it  will 
be  driving  nearly  100  million  pieces  of  in-county  mail  from  its  operations  through 
the  34  percent  increase. 

If  this  is  true,  those  newspapers  that  the  Service  would  be  forcing  to  establish 
private  delivery  systems  would  immediately  turn  their  attention  to  distributing 
many  of  the  items  that  they  cannot  now  include  in  second-class  and  that  are  cur- 
rently being  carried  by  the  Postal  Service.  These  include  independent  publications, 
product  samples  and  items  prepared  as  third-class  pieces. 

The  result  could  be  a  greater  loss  of  revenue  to  the  Postal  Service  from  ancillary 
mailings  that  we  capture  than  from  the  loss  of  in-county  newspaper  mailings.  In  ad- 
dition, the  Postal  Service  would  be  helping  to  develop  a  network  of  competitors 
against  itself 

In  any  event,  we  don't  believe  the  Postal  Service  data  and  we  are  undertaking 
a  survey  of  our  membership  to  determine  what  is  really  happening  in  in-county 
mail.  So  far,  we  are  finding  that  in-county  meiil  is  up  rather  than  down.  Our  mem- 
bers have  returned  enough  surveys  to  us  to  account  for  more  than  10  percent  of  all 
the  in-county  volume  in  the  Postal  Service  and  we  continue  to  receive  surveys  every 
day. 

We  have  not  only  shared  the  data  we  have  developed  with  the  Postal  Service  but 
we  have  also,  under  a  confidentiality  agreement,  provided  Postal  Service  manage- 
ment with  the  names  and  locations  of  the  respondents  to  our  survey.  As  we  update 
the  survey,  we  will  update  the  information  we  have  supplied  to  the  Postal  Service. 
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The  Postmaster  General  told  this  committee  that  he  wants  to  work  out  a  solution 
to  this  problem  and  that  is  exactly  what  he  has  told  us. 

I  would  be  remiss  if  I  focused  solely  on  the  major  and  most  important  Postal  Serv- 
ice problem  facing  our  industry  and  failed  to  point  out  to  the  committee  the  fact 
that  the  service  performance  of  the  Postal  Service  is  at  one  of  the  lowest  levels  any 
of  us  can  remember.  We  receive  complaints  virtually  every  day  from  our  members 
throughout  the  nation  about  the  deterioration  of  the  service  they  are  receiving. 

In  addition,  I  want  to  urge  the  committee  to  exercise  its  highest  degree  of  over- 
sight into  the  financial  performance  of  the  Postal  Service.  The  current  rate  case  re- 
quest creates  a  perilous  financial  future  for  the  Postal  Service.  If  present  Postal 
Service  plans  do  not  work  out,  we  could  find  the  Postal  Service  in  a  financial  tail- 
spin  fi-om  which  it  could  never  recover. 

Thank  you  again  for  devoting  your  time  to  the  betterment  of  our  nation's  Postal 
Service. 

Miss  Collins.  Thank  you  very  much. 

Ms.  Fox,  would  you  please  give  me  an  example  of  a  premium  as 
opposed  to  a  product? 

Ms.  Fox.  In  the  letter  that  Dr.  Cain  has  written,  he  has  given 
you  an  example  of  a  sort  of  aluminum  foil  placard  with  an  image 
of  Jesus  Christ  on  it  that  they  were  to  send  to  their  institution. 

I  would  give  you  one  from  my  own  organization.  Recently,  as  you 
may  know,  we  had  a  basketball  team  that  made  it  to  the  NCAA 
for  the  first  time  in  about  40  years.  We  decided  that  the  alumni 
would  like  to  receive  a  window  sticker  alerting  them  to  Billikin 
pride.  So  we  included  a  small,  flexible,  plastic  indicia  that  could  go 
on  their  windshields.  Those  would  be  two  examples  of  premiums. 

Miss  Collins.  And  the  Postal  Service  tried  to  treat  that  as  a 
product? 

Ms.  Fox.  They  tried  to  treat  the  one  that  the  Priests  of  the  Sa- 
cred Heart  submitted  as  a  product.  We  were  treated  more  favor- 
ably. 

Mr.  Cassidy.  Madam  Chair,  if  I  can  add  to  that,  the  proposed 
regulations  dealing  with  advertising  and  third-class  mail  propose 
to,  one,  treat  premiums  as  though  they  are  products,  literally  prod- 
ucts, and,  two,  offers  of  premiums  as  though  they  are  any  advertis- 
ing, advertising  for  commercial  or  any  other  product. 

Miss  Collins.  Thank  you. 

Mr.  Myers. 

Mr.  Myers.  Madam  Chair,  I  yield  to  Mrs.  Morella  for  a  question. 

Mrs.  Morella.  I  thank  the  gentleman  for  yielding,  and  thank 
you.  Madam  Chair. 

The  reason  I  wanted  to  hone  in  now  is  I  not  only  have  another 
meeting,  but  particularly  what  Ms.  Rush  said  is  something  I 
brought  up  with  the  Postmaster  General  at  the  other  hearing.  I 
don't  know  whether  you  were  here  then.  But  I  have  heard  from  my 
in-county  papers. 

I  think  it  is  incredible  and  very  discriminatory  that  there  would 
be  an  increase  to  34  percent  from  the  10.2  percent.  It  demonstrates 
the  kind  of  thing  that  we're  hearing  from  this  panel,  all  in  different 
ways,  of  the  fact  that  people  who  are  a  vital  part  of  our  postal  sys- 
tem and  communication  have  not  been  brought  into  the  process. 

So  I  have  presented  to  the  Postmaster  General  a  list  of  specific 
questions  that  I  want  answered  in  writing  and,  indeed,  your  testi- 
mony today  adds  substantively  to  the  background  in  terms  of  the 
need  for  further  equities.  So  in  terms  of  your  allowing  me  this  op- 
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portunity,  Mr.  Myers,  I  wanted  to  point  out,  that  I  think  we're  all 
on  your  side. 

Thank  you,  Mr.  Myers. 

Mr.  Myers.  Madam  Chair,  I  have  several  questions  I'll  just  put 
in  the  record  because  we  have  a  lot  of  witnesses  yet  to  hear  from. 

Miss  Collins.  That's  right. 

Mr.  Myers.  Thank  you  for  your  testimony  today. 

Miss  Collins.  And  the  Chair  thanks  you. 

Thank  you  very  much. 

The  second  panel  is  Mr.  Robert  Williamson,  Executive  Director, 
National  Association  of  Presort  Mailers,  and  Mr.  Arthur  Sackler, 
Managing  Director  of  Mailers  Federation. 

Thank  you.  Mr.  Williamson,  you  may  proceed. 

STATEMENT  OF  ROBERT  WILLIAMSON,  EXECUTIVE  DIRECTOR, 
NATIONAL  ASSOCIATION  OF  PRESORT  MAILERS,  ACCOM- 
PANIED BY  RALPH  SEIFFE,  VICE  PRESIDENT  AND  TREAS- 
URER, NATIONAL  ASSOCIATION  OF  PRESORT  MAILERS,  AND 
ARTHUR  SACKLER,  MANAGING  DIRECTOR,  MAILERS  COUN- 
CIL 

Mr.  Williamson.  Madam  Chair,  it  is,  indeed,  a  pleasure  to  be 
here  again.  The  members  of  the  National  Association  of  Presort 
Mailers  thank  the  Honorable  William  Clay  and  the  Honorable  John 
Myers  for  their  invitation  and  the  opportunity  to  appear. 

With  the  committee's  permission,  I  ask  that  the  accompanying 
testimony  be  inserted  in  the  record  and  that  we  proceed  with  a 
short  summary. 

Miss  Collins.  Without  objection. 

Mr.  Williamson.  There  is  an  errata  on  page  6  that  I'd  like  to 
delete  two  words  on  the  third  line  from  the  top,  the  words  "both 
contextual"  as  a  matter  of  the  record. 

In  introduction,  I  am  Robert  C.  Williamson,  Executive  Director 
of  the  National  Association  of  Presort  Mailers.  I  have  held  that  po- 
sition since  June  1984.  I'm  joined  by  Mr.  Ralph  Seiffe  to  my  left, 
the  association's  vice  president  and  treasurer,  who  is  also  the  chief 
executive  officer  of  Mail  Sort,  Chicago,  and  president  of  INSYNQ 
Services  Corporation,  also  in  Chicago. 

The  National  Association  of  Presort  Mailers  is  a  trade  and  pro- 
fessional association  with  some  100  members,  representing  over 
10,000  employees,  consisting  of  presort  service  bureaus,  mailing 
equipment  manufacturers,  and  major  mailers.  It  was  formed  to  rep- 
resent presort  mailers'  interest  before  Postal  Service  management, 
the  Postal  Rate  Commission,  and  Congress,  as  well  as  to  provide 
communications  between  members  and  mailers. 

We  have  actively  intervened  in  every  postal  rate  case  since  1984. 
We  are  collectively  processing  over  13  billion  pieces  annually  for 
our  customers,  nearly  70  percent  of  which  are  being  prebarcoded 
with  a  delivery  point  barcode.  This  makes  our  members  one  of  the 
largest  sources  of  prebarcoded  mail  for  the  Postal  Service. 

Presort  has  been  one  of  the  most  successful  work-sharing  con- 
cepts offered  by  the  Postal  Service,  and  from  1976  to  date  has 
saved  the  Service  billions  of  dollars  in  processing  costs.  In  1990, 
Postmaster  General  Frank  invited  the  private  sector  to  join  an  ani- 
bitious  plan  to  have  all  letter-size  mail  barcoded  by  1995.  The  pri- 
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vate  sector  responded  by  procuring  millions  of  dollars  in  sophisti- 
cated multiline  optical  reader  systems  to  generate  barcodes  to  qual- 
ify for  the  incentives  recommended  by  the  Postal  Rate  Commission 
in  Docket  R90-1  and  subsequently  approved  by  the  Postal  Board 
of  Governors. 

Our  statement  for  the  record  has  addressed  the  several  topics 
suggested  in  Chairman  Clay's  letter  of  April  4,  1994.  In  summary, 
let  me  concentrate  on  what  the  National  Association  of  Presort 
Mailers  identifies  as  the  central  issue  facing  the  Postal  Service,  its 
place  in  the  menu  of  media  10  years  hence. 

Today  the  U.S.  Postal  Service  is  the  largest  and  most  efficient 
delivery  system  in  the  world,  but  many  believe  its  preeminence  is 
threatened  by  the  emergence  of  a  new  communication  media  collec- 
tively described  as  the  electronic  superhighway.  In  our  view,  the 
threat  from  the  emerging  electronic  superhighway  is  real.  Never- 
theless, the  Postal  Service  has  the  products,  assets,  and  position  to 
remain  a  viable  and  growing  medium  long  into  the  next  millen- 
nium if  it  concentrates  on  what  it  does,  universal  hard  copy  deliv- 
ery. 

Our  conclusion  is  based  on  an  appraisal  of  the  assets  the  Postal 
Service  has  at  its  disposal.  We  believe  that  their  current  $50  billion 
in  revenues,  its  highly  automated  infrastructure,  and  the  privacy, 
personality,  and  pith  of  mail  itself  are  unduplicated  resources  that 
position  the  USPS  for  continued  relevance. 

To  maintain  this  position,  our  prescription  for  the  Postal  Service 
specifies  the  same  medicine  most  other  American  businesses  have 
already  taken:  to  concentrate  on  core  business.  We  believe  that 
focus  on  improved  and  accountable  delivery,  improved  communica- 
tions value,  and  some  innovation  of  the  right  fusion  of  objectives 
will  serve  the  Service  best  as  media  competition  intensifies  over 
the  next  decade. 

Our  testimony  offers  10  specific  tactics  that  the  Postal  Service 
can  use  to  accomplish  these  objectives.  All  10  are  commonsense  ap- 
proaches and  not  one  requires  further  capital  expense. 

Generally,  we  would  advise  the  Postal  Service  to  use  its  most  im- 
portant asset,  its  customers,  to  ensure  that  hard  copy  delivery  re- 
mains an  attractive  communications  venue.  Specifically,  we  rec- 
ommend that  the  Postal  Service  complete  its  reclassification  pro- 
gram with  the  advice  of  its  customers,  use  its  customers'  brains,  ex- 
perience, and  capital  to  open  the  system  to  improve  fundamental 
performance,  look  to  its  own  staff  to  understand  the  challenge  and 
empower  itself  to  compete,  and,  finally,  develop  reasonable  rules 
uniformly  enforced  that  encourage  the  use  of  mail. 

In  conclusion,  the  National  Association  of  Presort  Mailers,  the 
Postal  Service's  largest  and  most  responsive  categorical  customer, 
views  the  Postal  Service's  prospects  positively  if  management 
makes  the  right  choices  now.  It  is  evident  to  us  that  winning  mar- 
ket share  in  the  communications  market  is  a  matter  of  doing  what 
they  have  done  for  200  years — only  better. 

We  thank  the  committee  for  the  opportunity  to  present  our 
views.  We  are  pleased  to  answer  any  questions  members  of  the 
committee  may  have  at  this  time  or  those  that  come  to  mind  after 
these  hearings  have  been  concluded. 

[The  prepared  statement  of  Mr.  Williamson  follows:] 
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Prepared  Statement  of  Robert  Williamson,  Executive  Director,  National 
Association  of  Presort  Mailers 

introduction 

In  a  letter  dated  April  4,  1994,  we  were  invited  by  the  Honorable  William  C.  Clay, 
Chairman,  and  the  Honorable  John  T.  Myers,  Ranking  Minority  Member,  to  partici- 
pate in  the  oversight  hearing  scheduled  this  date.  This  written  testimony  was  pre- 
pared on  behalf  of  the  members  of  the  National  Association  of  Presort  Mailers  and 
is  presented  by  its  Executive  Director,  Robert  C.  WiUiamson,  and  its  Vice  President/ 
Treasurer,  Ralf  SeifTe.  Our  observations  are  based  on  the  collective  experience  of  our 
members,  especially  those  with  automated  systems  used  in  the  presorting  and 
prebarcoding  of  both  first  and  third-class  mail. 

Since  our  founding  in  1984,  one  of  the  primary  objectives  has  been  to  develop  and 
improve  USPS  programs  to  produce  cost  savings  and  service  benefits  for  presorV 
prebarcoding  mailers  and  the  US  Postal  Service.  The  presort  industry  developed  the 
commingling  process  17  years  ago,  in  order  for  medium  and  small  volume  mailers 
to  realize  the  postage  savings  enjoyed  by  the  major  mailers.  Presort  became  one  of 
the  most  successful  worksharing  programs  ever  offered  by  the  Postal  Service  in  that 
it  saved  the  Service  bUlions  of  dollars  in  mail  handUng  costs  in  the  era  of  manual 
and/or  mechanized  processing.  From  just  a  few  members  in  1984,  this  Association 
grew  rapidly  to  about  one  hundred  members.  Today,  approximately  88%  of  our 
members  are  automated  and  are  processing  more  than  13  billion  pieces  of  first  and 
third  class  mail  annually,  of  which  nearly  70%  is  barcoded.  About  80%  of  the  mail 
we  receive  from  many  sources  still  bears  only  a  5-digit  numeric  zip  code  and  no 
barcode.  With  the  advent  of  the  Multi-line  Optical  Character  Readers  (MLOCR)  uti- 
lized by  both  the  Postal  Service  and  the  private  sector,  the  street  and  city  portion 
of  the  address  bearing  only  a  5-digit  numeric  zip  code  is  read  and  converted  into 
an  11-digit  barcode,  known  as  the  DeUvery  Point  Barcode.  Generating  11-digit 
barcodes  has  not  been  without  significant  direct  costs  and  loss  of  revenue  through 
degradations  of  both  read  rates  and  code  rates.  With  emphasis  on  address  and 
printing  hygiene,  such  degradation  is  slowly  diminishing. 

BACKGROUND 

The  National  Association  of  Presort  MaUers  notes,  and  applauds,  the  change  of 
direction  in  the  invitation  to  this  hearing — specifically,  the  call  to  comment  on  the 
fiiture  of  the  Postal  Service  and  the  committee's  soUcitation  of  industry's  views  is 
notably  good  news. 

It  is  good  news  for  two  reasons.  First,  re-focusing  on  the  future  of  the  Postal  Serv- 
ice, as  opposed  to  airing  retrospective  complaints,  is  good  news  for  our  industry.  It's 
good  news  because  we  are  proud  of  the  progress  we  have  been  able  to  accomplish 
with  the  Postal  Service's  management  over  the  last  several  years.  This  is  not  to  say 
that  there  isn't  more  that  needs  to  be  done — there  is. 

In  the  main,  however,  we  are  happy  with  most  parts  of  the  Service's  recent  ac- 
tions. The  recently  filed  Rate  Case  is  good  news  because  it  manifests  the  first  real, 
beneficial  evidence  of  the  Postal  Service's  progress  with  automation  -and,  the  move 
to  Carrier  Sequence  Barcode  sorters  promise  even  better  financial  performance.  This 
should  translate  into  better  control  of  postal  costs  and,  with  a  new  level  of  automa- 
tion, larger  opportunities  for  worksharing  mailers.  We  believe  this  helps  the  Postal 
Service  stay  relevant  in  a  changing  environment. 

Last  year's  reorganization  is  also  a  concept  we  support.  While  we  think  the  cuts 
may  have  been  a  Uttle  too  deep — especially  as  they  relate  to  some  of  the  experienced 
marketing  personnel  no  longer  with  the  Service — we  also  beheve  that  no  organiza- 
tion is  impervious  to  change.  And,  like  nearly  all  American  businesses,  right-sizing 
and  re-focusing  on  core  business  activities  is  a  path  that  must  foster  renewed  ability 
to  compete.  NAPM  members  support  a  more  agile  and  responsive  postal  staff  which 
is,  and  has  been,  present  in  Washington.  Unfortunately,  this  positive  attitude  has 
not  trickled  down  to  some  field  managers  who  are  struggling  with  deceased  "total 
factor  productivity",  which  is  being  reported  as  nearly  2%  below  the  same  period  in 
1993.  When  mail  processing  man  hours  continue  to  grow  fester  than  mail  volume, 
it  is  certainly  an  indication  that  automation  is  not  being  employed  effectively. 

In  our  view,  the  Postal  Service's  financial  condition  is  also  good  news.  Not  because 
the  organization  is  covering  its  costs — it  clearly  is  not — but  because  even  in  this  pe- 
riod of  poor  financial  performance,  management  has  had  the  courage  to  say,  at  least 
tacitly,  that  some  of  the  job  is  theirs.  The  modest  rate  increase  as  filed  signals  mail- 
ers that  the  Service  will  no  longer  just  pass  on  higher  costs,  that  instead,  it  plans 
to  live  within  an  acceptable  cost  environment.  Most  mailers  must  applaud  this  good 
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news  which  is  reflected  in  their  strong  support  for  an  interim  across-the-board  rate 
case  as  opposed  to  an  omnibus  rate  case. 

We  are  encouraged  by  the  prospect  of  Postal  Reclassification,  as  well.  While  the 
specifics  of  reclassification  are  difficult  to  forecast,  the  NAPM  certainly  support  the 
basic  premise  that  a  mailpiece's  cost  behavior  is  more  important  than  its  content 
and  that  pricing  should  reflect  this  fact.  Moving  to  cost  and  delivery  performance- 
based  postage  rates  helps  keep  the  Postal  Service  a  valuable  communications  me- 
dium. 

Thinking  of  the  maUs  as  a  medium  and  the  Postal  Service  as  the  steward  of  the 
world's  largest  communications  medivmi  brings  us  to  what  we  believe  are  the  core 
issues  of  the  committee's  invitation.  Namely,  what  might  the  Postal  Service  become 
in  ten  years  and  what  are  the  actions  it  must  take  today  to  remain  an  important, 
if  not  the  premier,  communications  medium  in  the  United  States. 

In  our  view,  these  two,  inter-related  questions  can  be  conveniently  addressed  in 
four  parts,  which  included: 

What's  the  problems? 

What  assets  does  the  Postal  Service  control? 

What  should  the  Postal  Service  be  doing?  and. 

What  tactics  can  be  used  by  the  Postal  Service? 

The  remainder  of  our  testimony  will  concern  these  central  questions. 

what's  the  problem? 

Ostensibly,  the  Postal  Service  is  facing  a  rising  challenge  fix)m  something  called 
the  "Electronic  Superhighwajr".  Many  feel  that  hard  copy  delivery  is  headed  towards 
extinction  as  electronic  alternatives  grow.  In  fact,  we  have  heard  some  dire  pre- 
dictions that  the  USPS  should  expect  to  lose  as  much  as  half  of  their  current  first- 
class  volume  and  a  lesser,  but  still  significant  amount  of  third  class  mail  as  elec- 
tronic roadkill. 

Some,  event  more  superlative,  commentators  predict  a  "Black  Hole  Effect".  In  this 
scenario,  collapsing  mail  volume  is  less  and  less  able  to  cover  institutional  costs  and, 
as  postage  rates  are  increased  to  cover  "fixed  expenses",  rising  postage  costs  drive 
the  remaining  users  to  other  media — causing  catastrophic  collapse  of  the  system. 

We  have  a  more  sanguine  view.  It  is  true  the  electronic  superhighway  is  coming. 
It's  also  true  the  Highway  wiU  be  an  attractive  thoroughfare  for  many,  but  not  all, 
information  travelers.  A  good  analogy  can  be  found  in  the  concrete  highways  with 
which  we  are  all  familiar. 

I'm  sure  you  have  all  waited  for  the  opening  of  a  new  expressway  or  highway  in 
your  own  district.  Anticipating  that  newly  easy  trip  downtown  on  the  new  road  was 
a  delicious  thought  but,  when  the  highway  finally  opened,  it  seemed  just  as  clogged. 
This  paradox  is  explained  by  economists  as  the  effect  of  opening  just  on  more  venue, 
one  that  only  marginally  adds  to  a  number  of  existing  highways.  In  this  way,  the 
electronic  superhighway  is  simply  another  medium  added  to  a  long  list  of  other,  ex- 
isting information  highways — newspapers,  radio/television/fax  machines  and  mes- 
sengers. The  good  news  is  that  the  Postal  Service  is  already  competing  with,  and 
in  some  cases  winning,  against  these  other  mediums.  One  only  has  to  look  at  the 
growth  of  direct  mail,  contrasted  against  network  television,  for  example,  to  realize 
this. 

This  is  not  meant  to  minimize  the  effects  of  the  electronic  superhighway,  but  in- 
stead to  help  us  realize  that  the  Postal  Service  must  choose  its  battles  carefully.  To 
remain  a  viable  communications  medium  into  the  21st  century,  it  must  decide  what 
it  does  best — in  fact,  what  it  does  better  than  any  other  medium — and  play  to  those 
strengths. 

We  believe  a  bigger  problem  than  the  electronic  superhighway  is  not  the  highway 
itself  but,  the  fear  if  it.  Recently,  senior  Postal  Officials  addressed  a  trade  group 
here  in  Washington  with  the  purpose  of  outlining  their  strategy  for  dealing  with  the 
growth  of  electronic  alternatives.  In  several  presentations,  it  became  clear  that 
USPS  management  may  have  abdicated  their  leading  position  by  adopting  strate- 
gies that  can  be  charitable  called  "defensive"  strategies.  These  strategies  proposed 
a  wasting  attitude — one  that  merely  prolonged  the  "inevitable"  decline  of  the  Postal 
Service.  We  believe  this  attitude  is  mistaken,  and  if  the  Service  is  to  stay  relevant, 
it  must  embrace  the  developing  technologies  with  what  it  does  best.  The  answer  to 
that  is  found  in  the  assets  the  Postal  Service  controls. 

POSTAL  SERVICE  ASSETS 

The  United  States  Postal  Service  is,  by  far,  the  world's  largest  and  most  efficient 
delivery  service.  That's  good  news  it  can  biiild  on  regardless  of  the  recent  news 
about  Chicago's  problems.  By  concentrating  its  efforts  on  improving  and  expanding 
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its  role  as  a  universal  delivery  vehicle,  at  an  acceptable  price,  the  pavers  of  the  su- 
perhighway will  think  twice  about  alternative  delivery  systems. 

The  Postal  Service  has  other,  unduplicated  assets  too.  To  our  mind,  these  include 
both  contextual: 

The  very  natiu-e  of  mail.  Mail  is  a  personal  medium  that  focuses  on  a  smgle  per- 
son at  a  time.  Whether  it  is  a  birthday  card  from  Aunt  Minnie,  a  direct  mail  adver- 
tisement for  the  perfect  fishing  lure,  or  even  the  bill  from  the  gas  company,  a  piece 
of  mail  is  an  important,  personal  message.  The  highway  isn't. 

The  sanctity  of  the  mail  is  another  asset  that  cannot  be  overlooked  or  underesti- 
mated. Messages  on  the  electronic  highway  are  subject  to  snooping  and  being  seen 
by  others.  The  government's  recent  actions  to  force  electronic  manufactvu-ers  to  in- 
clude the  so-called  "cUpper  chip",  so  electronic  mail  can  be  read  by  anyone,  starkly 
shows  why  mail  is  a  private  medium.  With  reclassification,  the  content  restrictions 
should  vanish  and  the  opportunity  to  improve  this  asset  presents  itself. 

The  existing  infrastructiire  of  facilities,  vehicles  and  customs,  combined  with  the 
people  who  want  to  do  a  good  job  for  their  fellow  citizens. 

The  most  automated  distribution  system  that  exists.  This  asset  is  often  overlooked 
in  the  context  of  Postal  Service  observer's  criticisms. 

In  our  view,  however,  the  greatest  asset  the  Postal  Service  has  is  its  customers. 
Their  commitment  to  the  medium,  as  well  as  their  brains,  initiative  and  capital  are 
the  best  thing  the  Postal  Service  has  going  for  it.  Using  this  reservoir  of  talent  and 
goodwill  is  the  basis  for  long-term  relevance  and,  in  fact,  growth.  Finding  the  21st 
century  opportunities  involve  doing  the  "right  things". 

WHAT  SHOULD  THE  POSTAL  SERVICE  BE  DOING? 

NAPM  members  are  among  the  largest  suppliers  of  mail  volvune  to  the  Postal 
Service,  serving  as  agents  for  the  country's  major,  and  smaller,  mailers.  Like  the 
Postal  Service,  our  industry's  revenues  almost  entirely  depend  on  mail  voliune.  Like 
the  Postal  Service,  our  long-term  prospects  also  depend  on  mail  remaining  a  grow- 
ing and  dependable  mediimi.  Like  the  Postal  Service,  we  also  worry  about  the  "Elec- 
tronic Superhighway".  ,  „       .  ,  ,    ,• 

Our  functions  are  similar  to  those  found  in  the  Postal  Service  and  so,  we  believe 
our  members  have  a  unique  perspective  on,  and  interest  in,  preservation  of  mail  as 
an  important  vehicle  for  communications.  Our  recommendations  for  future  charters 
and  objectives  for  the  Postal  Service  include: 

Like  every  other  American  business  thinking  about  its  future,  we  beheve  the  Post- 
al Service  should  concentrate  on  its  core  business— universal  deUvery  to  households 
and  businesses.  r  j  v 

The  corollary  to  improving  the  quality  of  deUvery  is  to  lower  the  cost  of  delivery. 
We  beUeve  increasing  mail's  value  will  preserve  current  business  and  win  new  mar- 
ket share  and  larger  revenues  for  the  Postal  Service. 

Finally,  the  electronic  superhighway  is  coming.  The  Postal  Service  has  the  oppor- 
tunity to  provide  complimentary,  collateral  services  for  the  highway's  travelers.  Set- 
ting this  objective,  and  meeting  it,  will  keep  the  medium  relevant. 

We  beUeve  the  combination  of  improved  service  and  value,  leavened  with  innova- 
tion, are  objectives  that  any  business  planning  to  succeed  over  the  next  ten  years 
should  adopt.  The  same  is  true  for  the  Postal  Service. 

WHAT  TACTICS  CAN  THE  POSTAL  SERVICE  USE? 

If  one  accepts  the  objectives  above,  then,  what  tactics  can  the  Postal  Service  em- 
ploy to  achieve  them?  The  NAPM's  view  is  that  these  strategies  should  be  on  the 
Postal  Service's  'Top  Ten  List"; 

1.  Infuse  the  organization  with  the  notion  that  mailers  are  customers,  not  aggra- 
vations. If  the  mails  are  to  survive  and  prosper,  then  management  and  staff  should 
work  to  uncover  every  opportunity  to  make  mail  a  valuable  and  user  friendly  me- 
dium. ,  . 

2.  Use  the  automation  investment  to  its  full  potential.  To  our  association,  this 
means  developing  programs  that  identify  the  Postal  Service's  Mail  Processing  strat- 
egies and  moving  towards  integrating  the  private  sector  into  these  plans.  The  suc- 
cess with  private  sector  barcoding  shows  that  industry  will  respond,  if  they  know 
what  to  do.  J.  . 

3.  Use  mailer's  brains  and  experience.  We  beUeve  the  outstanding  success  our  in- 
dustry has  made  in  providing  barcoded  mail  is  directly  traceable  to  1988s 
Worksharing  Task  Force  and,  to  a  lesser  degree,  The  Competitive  Services  Task 
Force.  Our  recommendation  is  to  reprise  these  efforts  and  to  identify  opportunities 
for  mailers  and  the  Postal  Service.  It  is  our  further  recommendation  that  these 
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interchanges  be  institutionalized  so  that  joint,  short-term,  concentrated  effort  re- 
sults in  ongoing,  strategic  development. 

4.  Use  mailers'  own  capital  investments.  NAPM  members  can  provide  more  fo- 
cused, lower-cost  product  to  the  Postal  Service  right  now,  and,  over  time,  enhance 
the  Postal  Service's  savings  potential  further.  Immediately,  our  industry  could  pro- 
vide mail  sorted  to  Postal  Service  processing  schemes — even  though  they  change  fre- 
quently— and  closely  match  the  Postal  Service's  internal  product.  In  the  future,  our 
capital  equipment  can  be  used  to  process  an  even  wider  variety  of  mail,  including 
full  postage,  single  piece,  29<2  letters.  We  have  made  the  commitment  to  barcode, 
and  if  the  Postal  Service  relies  on  our  commitment,  much  of  the  expensive  remote 
barcoding  tasks  can  be  avoided  by  the  Service. 

5.  Educate  postal  employees  for  an  ever-more  complex  future.  Mailers  techno- 
logical developments  nearly  always  outstrip  the  Postal  Service's  ability  to  respond 
and  regulate.  We  believe  that  most  postal  employees  are  responsible  individuals  try- 
ing to  balance  the  needs  of  mailers  with  their  position's  responsibilities.  Equipping 
these  employees  with  an  understanding  of  the  Postal  Service's  missions,  challenges 
and  marketing  strategies,  then  empowering  them  at  lower  levels,  will  lead  to  re- 
sponsive and,  we  believe,  overwhelmingly  correct  decisions. 

6.  Continue  developing  rules  for  mailers.  It  is  our  opinion  that  the  rewrite  of  the 
Domestic  Mail  Manual  is  an  outstanding  first  step.  Nevertheless,  this  should  be  fol- 
lowed by  updated  enforcement  procedures  that  are  comprehensive,  protect  postal 
revenues  and  recover  the  expenses  errant  behavior  causes  the  Postal  Service. 

7.  Enforce  existing  rules  in  a  fair  and  impartial  manner.  It  is  our  perception  that 
many  Postal  Service  employees  see  a  difference  between  producers  of  mail  and  proc- 
essors of  mail.  This  perception  leads  to  a  dichotomy  of  treatment  among  depositors 
of  mail  and  lost  revenues  for  the  Postal  Service.  Moreover,  it  is  our  view  that  when 
sustained,  intentional  miscreancy  occurs,  it  should  be  swiftly  and  decisively  pun- 
ished. 

8.  Develop  better  and  more  extensive  systems  to  account  for  postal  Service  per- 
formance, especially  in  3C  mail.  The  Postal  Service  will  win  in  two  ways:  an  impar- 
tial service  performance  report  is  a  motivating  factor  inside  the  Postal  Service,  and 
believable  statistics  attract  business  outside.  This  is  central  strategy  of  the  Service's 
competitors. 

9.  Examine  the  Postal  Service's  compensation  pohcies.  Senior  executives  of  $50 
Billion  companies  make  much  more  than  their  counterparts  at  the  Postal  Service. 

10.  Finally,  sell  mail's  native  advantages — personality,  privacy  and  pith — as  the 
differentiation  between  hard  copy  medium  and  the  superhighway. 

CONCLUSIONS 

The  Committee's  questions  today  are  apropos  given  the  great  deal  of  public  dis- 
cussion on  the  electronic  superhighway's  development.  It  is  our  testimony  that  the 
Postal  Service's  product,  assets  and  position  are  advantages  that  will  assure  hard 
copy  delivery's  continued  relevance  for  the  ten  years  that  concern  the  committee — 
and  well  beyond.  In  oiu-  view,  the  postal  Service  should  concentrate  on  improving 
the  quality  and  value  of  their  core  business — universal  delivery  service.  Our  pre- 
scription for  the  Postal  Service  is  to  do  what  their  customers  ask,  do  it  well,  and 
at  a  good  price.  We  have  no  doubt  the  Postal  Service  understands  this  challenge, 
and  with  measured,  salubrious  changes,  th^  organization  is  capable  of  meeting  it. 
That  is  truly  good  news. 

Miss  Collins.  Thank  you  very,  very  much,  Mr.  WilHamson. 

Mr.  Sackler,  welcome  back.  Good  to  see  you  again. 

Mr.  Sackler.  Thank  you.  Madam  Chair.  It's  good  to  see  you,  too. 
We  appreciate  the  committee's  holding  this  very  important  set  of 
hearings  this  year. 

Let  me  just  at  the  outset  offer  a  correction  for  the  record.  It's  the 
Mailers  Council,  not  the  Mailers  Federation. 

The  umbrella  business  mailing  coalition  that  forms  the  council 
again  appreciates  this  opportunity  to  appear  before  your  committee 
today.  We  believe  that  the  Postal  Service  has  begun  positioning  it- 
self for  the  future,  even  while  confronting  some  significant  prob- 
lems. The  council  commends  the  Service's  emphasis  on  looking 
ahead. 
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In  past  years  we  have  appeared  before  this  committee  to  advise 
that  the  stakes  have  been  raised  for  the  Service  by  the  emergence 
of  electronic  and  hard  copy  competitors,  and  that  if  it  did  not  re- 
spond, its  outlook  was  one  of  stagnation  and  decline.  Our  analysis 
has  not  changed,  but  we  are  encouraged  that  the  Postal  Service  is 
responding.  Faxes,  E-Mail,  telemarketing,  cable  television,  QVC, 
Home  Shopping  Network,  and  the  new  catalog  1,  hard  copy  deliv- 
ery alternatives,  the  information  superhighway — they  all  confront 
the  Postal  Service. 

For  example,  E-Mail  users  now  generate  an  estimated  30  billion 
messages  a  year  with  at  least  5  billion  of  that,  very  conservatively, 
diverted  from  the  postal  system.  Faxes  have  grown  to  31  billion  in 
1993  and  are  expected  to  more  than  double  by  1998. 

Just  last  Tuesday,  The  Wall  Street  Journal  reported  on  an  inno- 
vative system  that  should  dramatically  expand  electronic  publish- 
ing of  documents,  books,  and  similar  materials,  some  of  the  prime 
business  segments  of  USPS. 

It  is,  thus,  perhaps  more  incumbent  than  ever  upon  the  Postal 
Service  now  to  face  the  future.  We  are  encouraged  by  several  steps 
it  is  taking  or  has  taken. 

First,  the  restructuring,  a  dramatic  step  very  much  in  line  with 
American  business  to  attempt  to  reign  in  costs  and  provide  services 
better.  The  council  believes  that  the  Postal  Service  must  be  given 
more  time  to  absorb  this  wrenching  change  before  we  draw  any 
conclusions  on  costs,  however. 

Second,  the  council  has  endorsed  the  10.3-percent  increase  pro- 
posed by  the  Postal  Service.  While  we  greatly  appreciate  a  lower 
rate  increase  after  a  longer  period  of  time,  we  haven't  forgotten 
what  was  perhaps  the  prime  purpose  for  this  rate  increase.  It  was 
intended  to  give  the  Service  financial  breathing  room  while  it  en- 
gages in  reengineering  its  services. 

Third,  the  council  believes  that  reexamining  USPS  classes  and 
the  way  it  provides  its  services  is  vital.  Whether  it  can  arrive  at 
something  approaching  consensus  among  mailers  is  not  clear.  Just 
what  you  heard  from  the  last  panel  should  demonstrate  that.  But 
just  the  effort  shows  the  Service's  state  of  mind. 

We  caution,  however,  that  the  Service  must  stay  focused.  At  last 
Thursday's  hearing  it  was  noted  that  volume  is  up  2.8  percent.  We 
question  how  much  comfort  should  be  drawn  from  that.  Two  point 
eight  percent  might  even  be  disappointing  during  what  has  been  a 
so  far  robust,  if  uneven,  economic  recovery.  It  also  does  not  reveal 
what  market  share  that  2.8  percent  represents  of  overall  commu- 
nications. 

In  short,  the  council  believes  that  the  Postal  Service  is  still  in  a 
race  for  its  life  with  technology,  but  we  do  not  believe  it  will  dis- 
appear tomorrow  or  is  in  crisis  now.  The  competition  is  growing  by 
accretion,  not  explosion.  If  the  Service  loses  its  focus  on  responding, 
then  it  will  speed  the  day  of  crisis  and  present  the  members  of  this 
committee  with  some  very  difficult  decisions,  decisions  which  might 
be  unnecessary  or  deferred  with  the  effective  implementation  of  a 
forward-looking  strategy. 

Assuming  that  the  Service  does  stay  focused,  mailers  will  want 
in  the  future  what  they've  always  wanted:  reliable  service  at  an  af- 
fordable price.  Affordability  may  now  mean  a  less  expensive  cost 
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per  sale  or  per  thousand  and  not  just  the  hit  to  the  bottom  line, 
and  reliability  may  entail  the  speediest  and  easiest  form  of  pay- 
ments and  not  just  the  meeting  of  service  standards.  More  specific 
answers  will  have  to  come  from  each  of  the  mailing  groups,  such 
as  Mr.  Williamson's,  here  this  morning  and  around  the  country. 

However,  everything  is  not  rosy  with  the  Service,  as  you  know. 
Service  problems  and  breakdowns  as  in  Chicago  have  affected  mail- 
ers in  every  category  as  well  as  the  public.  We  believe  that  some 
of  the  problems  are  widespread,  such  as  backups  at  bulk  mail  cen- 
ters. We  are,  however,  heartened  by  the  attitude  of  the  Postal  Serv- 
ice. Its  honest  concession  of  and  determination  to  fix  the  problems, 
as  well  as  some  actions  that  have  already  started  are  quite  posi- 
tive. 

We  are  also  concerned  about  cost  constraints.  Employee  com- 
plement, overtime  levels,  and  the  deficit-exceeding  projections  are 
all  unsettling.  However,  testimony  again  offered  last  Thursday  by 
the  Postmaster  General  and  his  chief  financial  officer  will,  in  our 
view,  go  a  long  way  toward  explaining  the  dynamics  since  restruc- 
turing that  have  caused  this. 

They  also  offer  the  basis  for  USPS'  anticipating  substantial  im- 
provement and  getting  back  onto  budget.  Based  on  the  experiences 
of  Mailers  Council  members  and  many  other  businesses,  it  really 
does  take  considerable  time  to  benefit  from  change  of  this  mag- 
nitude. 

A  lot  is  riding  on  whether  the  Service  can  get  its  costs  back  in 
line.  Success  or  failure  here  will  largely  determine  whether  and 
how  long  the  10.3-percent  boost  will  be  in  place.  The  whole  grand 
design  that  the  Service  contemplates  hinges  on  this  central  fact 

Again,  we're  hopeful  that  costs  will  be  constrained,  helping  to 
vindicate  the  Service's  vision  and  attempt  to  reengineer  itself.  To 
do  otherwise  will  return  to  business  as  usual,  3-year  rate  cycles 
with  major  increases  that  will  only  further  damage  a  system  that 
can  ill  afford  it. 

Thank  you.  Madam  Chair,  and  I'll  be  happy  to  answer  any  ques- 
tions you  or  your  colleagues  may  have. 

[The  prepared  statement  of  Mr.  Sackler  follows:] 

Prepared  Statement  of  Arthur  Sackler,  Managing  Director,  Mailers 
Council 

Good  morning,  Mr.  Chairman.  The  mailers  Council  appreciates  this  opportunity 
to  appear  before  your  Committee  and  offer  our  views  on  current  issues  confronting 
the  Postal  Service,  as  well  as  some  focus  on  its  future.  We  believe  that  the  Postal 
Service  has  amply  recognized  that  it  is  at  a  crossroads  and  has  begun  the  process 
of  shaping  and  positioning  itself  for  the  future,  even  while  confronting  some  signifi- 
cant problems.  The  Council  commends  the  Service's  emphasis  on  looking  ahead.  My 
name  is  Arthur  B.  Sackler  and  I  am  Executive  Director  of  the  Council. 

The  Council  is  a  coalition  of  some  60  organizations  deeply  concerned  about  postal 
affairs.  Its  member  companies  and  trade  associations,  comprised  of  the  largest  and 
some  of  the  smallest  mailers,  with  a  range  of  interests  that  includes  every  postal 
class  and  subclass,  collectively  account  for  a  major  portion  of  the  mailstream.  The 
organizations  together  employ  more  than  2  million  people  and  represent  more  than 
23,000  companies.  Council  members  have  an  enormous  stake  in  the  system  for  de- 
livery of  products,  pubUcations,  business  correspondence,  payments  and  receipts, 
promotions  and  more.  The  Council  strongly  supports  a  robust,  healthy,  and  efficient 
Postal  Service. 

As  you  may  recall,  in  past  years  we  have  appeared  before  this  Committee  to  ad- 
vise that  the  stakes  have  been  raised  for  the  Postal  Service  by  the  emergence  of 
a  whole  host  of  competitors,  both  electronic  and  hard  copy.  Our  analysis  has  been 
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that  if  the  Postal  Service  did  not  respond  to  these  challenges,  its  outlook  was  one 
of  stagnation  and  decline.  Our  analysis  has  not  changed,  but  we  are  encouraged 
that  the  Postal  Service  is  responding. 

The  litany  of  current  and  near  fiiture  competitors  of  the  Postal  Service  is  long  and 
familiar.  Faxes,  E-Mail,  telemarketing,  cable  television  and  channels  such  as  QVC, 
Home  Shopping  Network  and  the  new  Catalog  1,  hard  copy  delivery  alternatives 
and,  last  but  not  least,  the  information  superhighway  all  continue  to  grow  and 
confront  USPS  and  its  distinctive  role  in  American  communications.  New  services 
are  offered  seemingly  daily. 

For  example,  according  to  the  Electronic  Mail  Association,  the  number  of  users 
of  E — Mail  has  grown  by  20%  over  the  last  year:  from  25  million  to  30  million.  An 
educated  estimate  of  the  number  of  messages  is  some  30  billion  with,  very  conserv- 
atively, at  least  5  billion  of  those  diverted  from  the  postal  system.  Faxes  have  grown 
fast  as  well,  to  31  billion  in  19934  and  expected  to  more  than  double  buy  1998. 
(Source:  BIS  Strategic  Decisions.)  Other  competitors  are  also  experiencing  growth. 

On  the  new  service  front,  just  last  Tuesday  the  Wall  Street  Journal  (p.  B6)  re- 
ported on  an  innovative  system  that  should  dramatically  expand  electronic  publish- 
ing of  documents,  books  and  similar  materials.  A  Xerox-led  consortium  will  offer  a 
software  system  that  will  challenge  for  the  distribution  of  books,  insurance  and 
bank  forms  and  so  on.  Obviously,  USPS  is  now  a  big  player  in  those  markets  and 
a  target  as  a  consequence. 

Given  this  growth,  it  is  perhaps  even  more  incumbent  than  every  upon  the  Postal 
Service  to  face  the  future.  We  are  encouraged,  as  I  noted,  by  sever^  steps  the  Postal 
Service  has  taken  or  is  taking.  First,  it  restructuring:  the  Council  recognizes  that 
the  savings  projected  for  it  may  not  yet  have  been  fiilly  realized,  but  it  was  a  dra- 
matic step — in  line  with  American  business,  generally — to  attempt  to  rein  in  costs 
and  provide  services  better.  The  Council  beUeves  that  Postal  Service  must  be  given 
more  time  to  absorb  this  wrenching  change  and  its  ramifications  before  we  can  draw 
any  final  conclusions  on  overall  savings. 

Second,  the  Council  has  endorsed  the  10.3%  essentially  across-the-board  increase 
proposed  by  the  Postal  Service.  While  we  appreciate — for  the  mailing  pubhc  and  for 
ourselves — the  important  financial  benefit  of  a  substantially  lower  rate  increase 
after  a  longer  period  of  time  between  increases,  we  have  not  lost  sight  of  the  major 
purpose  for  taking  this  approach.  That  is,  this  rate  increase  was  intended  to  be  ef- 
fectuated, with  as  minimal  htigation  as  possible,  to  give  the  Postal  Service  some  fi- 
nancial breathing  room  while  it  engages  in  determining  how  to  reengineer  the  serv- 
ices that  it  offers. 

Third,  the  Council  beheves  that  the  effort  by  the  Postal  Service  to  reexamine  its 
classes  and  the  way  it  provides  its  services  is  vital.  Whether  it  can  arrive  at  some- 
thing approaching  consensus  among  mailers  about  how  to  reclassify  is  not  fully 
clear.  And,  candidly,  the  Council  is  not  in  a  position  to  answer  the  most  logical  ques- 
tion: how  should  the  classification  system  be  revamped?  Given  our  very  broad  and 
diverse  constituency,  we  have  members  on  all  sides  of  most  classification  questions, 
as  well  as  some  who  believe  the  current  system  remains  adequate.  But  just  the  ef- 
fort to  reconsider  the  system  demonstrates  how  far  the  Postal  Service's  state  of 
mind  has  come. 

These  actions  along  with  other  examples,  such  as  the  USPS  leadership  group  that 
involves  the  heads  of  the  unions  and  management  associations,  the  town  meeting 
the  Postmaster  General  conducted  in  Chicago,  and  more  depict  an  organization  that 
is  trying  to  change  its  culture  and  react  to  the  new  competitive  realities  of  1990's 
America.  As  Mr.  Runyon  remarked  in  his  appearance  on  Thursday,  it's  not  easy  to 
change  the  cviltiu-e  of  such  a  huge  and  complicated  institution.  But  he  and  his  man- 
agement team,  with  support  from  working  men  and  women  throughout  the  Service, 
are  headed  in  that  direction. 

We  caution,  however,  that  the  intensity  of  focus  must  remain.  At  Thursday's  hear- 
ing, it  was  noted  that  volume  overall  is  up  2.8%,  and  that  business  to  customer  and 
customer  to  business  mail  is  growing,  even  though  business  to  business  mail  contin- 
ued essentially  flat.  We  question  how  much  comfort  should  be  drawn  from  that  data, 
because  2.8%  might  even  be  considered  to  be  disappointing  during  what  has  been 
so  far  a  robust  economic  recovery.  It  also  does  not  reveal  what  market  share  of  any 
overall  increase  in  communications  that  2.8%  represents  to  the  Postal  Service. 

In  short,  the  Council  beUeves  that  the  Postal  Service  is  still  in  a  race  for  its  life 
with  technology.  But  we  do  not  believe  that  the  Postal  Service  will  disappear  tomor- 
row or  that  the  system  is  in  crisis  now.  The  competition  is  growing  by  accretion, 
not  by  explosion.  However,  even  the  moderate  10.3%  rate  increase  will  accelerate 
that  competitive  growth.  If  the  Postal  Service  diminishes  or  even  loses  its  focus  on 
responding,  then  it  will  speed  the  day  of  that  crisis:  far  too  few  pieces  to  support 
the  system  in  an  affordable  manner.  If  and  when  that  day  comes  will  present  the 
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members  of  this  Committee  and  your  colleagues  in  both  bodies  with  some  major  and 
difficult  decisions;  decisions  that  can  be  postponed,  if  not  avoided,  by  the  effective 
implementation  of  a  forward-looking  strategy. 

Assuming  that  the  Postal  Service  does  stay  focused,  what  is  it  that  mailers  want 
of  the  Postal  Service  in  the  future?  In  a  sense,  mailers  want  what  they  have  always 
wanted:  reliable  service  at  an  affordable  price.  But  because  of  competition  the  pa- 
rameters have  changed.  Affordabihty  may  now  mean  a  less  expensive  cost  per  sale 
or  per  thousand  and  not  just  the  hit  to  a  company's  bottom  line.  Reliability  may 
entail  the  speediest  and  easiest  form  of  payments,  and  not  just  consistently  meeting 
service  standards.  Mailers  want  an  affordable,  reliable  U.S.  postal  system  to  be 
there  because  of  its  capacity,  its  tradition  of  integrity,  and  its  familiarity  to  the 
mailing  public. 

But  the  more  specific  answers  will  have  to  come  from  each  of  the  mailing  groups. 
Each  group  in  each  class  has  its  own  concerns  and  outlook  on  the  fiitiu-e.  Several 
testifying  today  and  other  groups  might  each  suggest  to  you,  in  particular,  what 
they  want  over  the  next  decade  or  more  from  the  postal  system  and  its  services. 
In  general,  though,  again  mailers  want  a  more  modernized  and  competitive  version 
of  what  the  Postal  Service  has  always  been. 

Having  said  all  that,  however,  the  Council  certainly  agrees  that  everything  is  not 
rosy  with  the  Postal  Service.  Service  problems  and,  indeed,  breakdowns,  as  in  Chi- 
cago, have  affected  mailers  in  every  category  as  well  as  the  public.  We  have  done 
no  survey  to  share  with  you,  but  anecdotal  comparisons  in  our  meetings  lead  us  to 
believe  that  problems  are  widespread  within  the  system.  Severe  backups  at  bulk 
mail  centers,  for  example,  could  be  added  to  the  backlog  of  problems  this  Committee 
reviewed  with  the  Postmaster  General  last  Thursday.  We  are,  however,  heartened 
by  the  attitude  of  the  Postal  Service.  Its  honest  concession  of  and  determination  to 
fix  the  problems  and  actions  that  have  already  started  are  quite  positive.  We  hope 
to  be  able  to  offer  some  better  information  to  you  in  the  coming  months  about 
whether  service  improves  or  not. 

We  are  also  concerned  about  cost  constraint.  In  the  wake  of  the  restructuring,  the 
employee  complement,  overtime  levels  and  the  deficit  exceeding  projections  are  all 
unsettling.  However,  the  reasoning  as  to  why  they  have  occurred  offered  by  the 
Postmaster  General  and  his  Chief  Financial  Officer  last  Thvu-sday  will,  in  our  view, 
go  a  long  way  toward  explaining  the  dynamics  of  the  past  year  and  a  half 

They  also  oiTered  a  basis  for  USPS'  anticipating  substantial  improvement  and  get- 
ting back  onto  budget.  Time,  of  course,  will  teU  if  they  are  right.  But  based  on  the 
experiences  of  many  Council  members  and  other  businesses,  it  really  does  take  some 
considerable  time  to  wring  out  the  benefits  of  change  of  this  magnitude. 

A  lot  is  riding  on  whether  the  Service  can  get  its  costs  back  in  Une.  Success  or 
failure  here  will  largely  determine  whether  and  how  long  the  10.3%  boost  will  be 
in  place.  The  whole  grand  design  the  Postal  Service  contemplates  hinges  on  this 
central  fact.  As  it  is,  some  parties  will  not  join  the  Settlement  Agreement  effectuat- 
ing the  Service's  proposal  for  reasons  very  specific  to  their  needs.  In  order  for  the 
Service  and  the  likely  many  signatories  to  sustain  the  Agreement  before  the  Postal 
Rate  Commission,  there  must  be  a  convincing  display  that  costs  are  in  line  and  the 
strategic  business  plan  of  the  Service  is  on  track. 

Again,  we  are  hopeful  that  costs  will  be  constrained.  This  will  vindicate  the  vision 
of  an  innovative,  transitional  increase  to  permit  the  Service  to  undertake  the  proc- 
ess of  attempting  to  reengineer  itself.  To  do  otherwise  will  require  a  return  to  busi- 
ness as  usual:  three  year  rate  cycles  with  inevitably  major  increases  each  time.  This 
will  not  only  perniciously  affect  the  system  over  time,  but  it  will  be  distinctly  coun- 
terproductive to  accomplishing  any  of  the  Service's  strategic  and  business  objectives. 

Thank  you,  Mr.  Chairman,  and  I  wiU  be  happy  to  answer  any  questions  you  and 
your  colleagues  may  have. 

Miss  Collins.  I  thank  you  very  much,  Mr.  Sackler. 

The  Chair  would  Hke  to  recognize  the  presence  of  Congressman 
Tom  Sawyer  who  has  joined  us.  And,  Tom,  I'd  like  you  to  hold  your 
opening  statement  until  we  come  to  you  for  your  questions. 

Mr.  Sawyer.  Madam  Chairman,  if  we  could  just  simply  include 
it  in  the  appropriate  place  in  the  record,  I  would  be  satisfied  with 
that. 

Miss  Collins.  All  right,  very  good.  Thank  you. 

Mr.  Sawyer.  Thank  you. 

Miss  Collins.  Mr.  Williamson,  what  postal  services  will  your 
members  need  in  the  next  10  years,  and  do  you  think  the  Postal 
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Service  has  done  anything  to  plan  to  meet  those  needs  and  what 
more  can  it  do? 

Mr.  Williamson.  We  feel  that  the  private  sector  can  process  a 
lot  more  mail  than  they've  ever  processed  before.  They  have  the  au- 
tomation capacity  to  do  so  and  is  now  figuring  out  how  to  get  that 
mail  out  of  the  current  mail  streams  and  into  the  hands  of  the  pri- 
vate sector  to  work  over  and  then  hand  back  to  the  Postal  Service. 
We  think  that  that  would  be  a  very  effective  way  of  decreasing  the 
Postal  Service's  cost. 

Miss  Collins.  Do  you  think  the  Postal  Service  is  planning  to 
meet  that  increased  need? 

Mr.  WiLLlA]^isON.  They  have  already  recognized  that  we  do  have 
that  capability  and  would  like  to  see  us  use  our  capability  more  ef- 
ficiently. 

Miss  Collins.  Thank  you. 

And,  Mr.  Sackler,  do  you  think  the  10.3  percent  rate  increase 
will  provide  the  Postsd  Service  enough  revenue,  given  the  current 
trend  in  Postal  Service's  finances? 

Mr.  Sackler.  Well,  I  think  it  always  contemplated  that  the  Serv- 
ice was  going  to  be  able  to  meet  its  budgets  and  to  look  ahead  to 
the  future.  This  is  all  tied  into  one  package.  We  have  in  the  busi- 
ness community  still  a  high  degree  of  confidence  in  the  Postmaster 
General,  based  on  his  background,  but  not  just  based  on  that.  He's 
got  a  talented  corps  of  senior  executives  working  with  him.  He's  got 
the  support  and  help  of  a  very  savvy  and  accomplished  group  of 
union  executives,  such  as  Mr.  Sombrotto  and  Mr.  Biller,  working 
with  him  on  his  leadership  group.  He's  got  the  support  of  working 
men  and  women  around  the  country  trying  to  achieve  the  goal.  If 
they  can't  all  together  achieve  it  and  get  the  Postal  Service  back 
on  budget,  then  I  think  all  of  us  are  in  for  some  fairly  difficult 
times. 

So  we  believe  that  it  can  be  done.  We  believe  he's  on  track  to  get 
there,  and,  frankly,  we  think  that  it  helps  to  have  10.3  percent 
there  as  a  matter  of  fiscal  discipline.  Just  as  throughout  the  busi- 
ness community  everywhere  you  look  small  business,  large  busi- 
ness, anywhere — the  nonprofit  groups  I  think  would  tell  you  the 
same  thing — that  everyone  is  being  forced  to  do  more  with  less, 
and  the  Postal  Service  has  to  be  part  of  that,  too.  It  can't  just  be 
let's  throw  money  at  it. 

Miss  Collins.  Sure. 

Mr.  Myers. 

Mr.  Myers.  Well,  thank  you,  Madam  Chair. 

The  other  day  we  had  the  Postmaster  General.  I  think  some  of 
you  were  here  during  that  testimony,  and  he  testified  that  during 
his  years  of  running  several  businesses  he  had  a  lot  of  competition, 
but  he  felt  he  had  more  competition  today,  or  at  least  as  much,  as 
he  ever  did  when  he  was  running  private  industry.  I  think  that's 
what  you  are  saying  today. 

But  it  does  concern  me  somewhat  that  your  livelihood,  the  people 
you  represent,  the  companies,  that  you  represent  make  their  living 
based  on  the  efficiency  of  the  Postal  Service.  And  if  it  is  not  effi- 
cient, then  something  happens  to  your  businesses.  They  can't  go  to 
Mexico.  Well,  they  can,  but  they  still  have  to  come  back  to  the 
United  States  to  sell.  So  with  all  the  NAFTAs  and  everything  else. 
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ultimately,  we  have  to  solve  our  problems  internally,  and  that's 
why,  of  course,  we're  having  this  hearing. 

But  one  of  the  ways,  of  course,  that  the  Postal  Service  has  stayed 
competitive  with  the  increased  volume  of  mail  is  the  barcoding,  and 
yet  we've  delayed,  I  understand,  from  the  expectation  or  a  planned 
1995  to  1997.  How  will  that  affect,  in  your  judgment,  will  it  affect 
the  ability  for  the  Postal  Service  to  continue  the  hard  copy  deliv- 
ery? 

Mr.  Sackler.  Well,  I  think  for  barcoding  and  for  any  other  step 
in  the  process  of  getting  to  automation,  the  longer  that  it's 
stretched  out,  the  longer  that  it's  delayed,  the  more  trouble  they 
have  in  integrating  the  automation  equipment  and  the  way  to  use 
it  into  the  system,  the  more  consequence  that  will  have  for  the 
Postal  Service's  competitive  position.  The  kinds  of  competitors  that 
are  out  there  that  I  referred  to  in  my  testimony  are  aggressively 
courting  folks  who  use  the  postal  system  and  are  looking  to  emu- 
late the  success  stories  of  competitors  such  as  UPS  and  Fed  Ex. 

And  so  every  moment  that  there  is  delay  for  good  reason  or  not 
in  any  of  the  implementation  of  automation,  I  think  is  a  detriment 
to  the  Postal  Service. 

Mr.  Myers.  Mr.  Williamson,  do  you  have  any  comments  further 
on  that? 

Mr.  Williamson.  Do  you  want  to  make  them? 

Mr.  Myers.  Did  you  identify  yourself  for  the  record? 

Mr.  Seiffe.  My  name  is  Ralph  Seiffe.  I've  been  here  before  this 
committee  before. 

And  I'd  like  to  address  the  question  of  barcoding.  One  of  the 
things  that  I  have  spent  most  of  my  professional  life  doing  is  in 
placing  barcoding  equipment  in  the  private  sector.  Today  I  think 
we  have  great  capacity  for  the  Postal  Service  to  rely  on  the  private 
sector  to  do  the  barcoding  side  of  it  and,  as  time  goes  on,  for  the 
private  sector  to  provide  more  and  greater  depth  of  sortation,  so 
that  even  though  the  Postal  Service  has  delayed  putting  some  of 
the  automation  equipment  in,  it  can  get  the  benefit  of  that  operat- 
ing situation  today. 

And  I  think  that  what  the  Postal  Service  should  do  is  think 
about  that  and  rely  on  their  customers — in  our  case,  our  organiza- 
tion is  now  processing  about,  I  believe  about  25  percent  of  all  first- 
class  mail — that  we  ought  to  rely  on  that  capital  that's  already 
been  spent,  the  brain  power  that's  already  gone  in  there,  and  the 
ability  to  provide  benefits  today  that  the  Postal  Service's  automa- 
tion plan  had  forecast. 

Mr.  Myers.  Well,  you've  discussed  the  rate  increase  and  the  abil- 
ity to  meet  the  future.  You've  talked  about  the  expertise,  the  talent 
that  was  onboard  in  the  Postal  Service  today.  Yet,  for  some  reason, 
we've  had  to  delay  this.  It  seems  like,  with  all  the  talent  that  you 
discussed  here  and  described,  that  we  wouldn't  need  to  delay  it.  I 
so  far  have  not  understood  why  it  had  to  be  delayed,  because  it 
didn't  start  yesterday,  and  why  it  takes  another  2  years  to  imple- 
ment it.  Do  you  have  any  explanation?  Have  you  been  told  why  it 
takes  this  much  longer? 

Mr.  Seiffe.  I  don't  know  why  the  Postal  Service  is  delaying,  but 
I  can  tell  you  that  the  private  sector  has  not.  It's  gone  full  steam 
ahead,  and  the  capacity  to  do  some  of  the  things  that  the  Postal 
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Service's  automation  plan  projected  is  already  existing  in  the  pri- 
vate sector.  And  my  suggestion  is  that  the  Postal  Service  use  what 
is  already  there  to  further  their  own  automation  goals,  that  plenty 
of  machinery,  equipment,  and  desire  exists  in  the  private  sector  to 
assist  them  to  meet  their  automation  goals  without  further  expend- 
iture of  capital. 

We  have  10  ideas  that  we  have  proposed  in  the  testimony  today 
that  address  each  and  every  one  of  those  possibilities,  and  we  sug- 
gest that  the  Postal  Service  use  its  greatest  asset,  which  I  think 
is  its  customers — and  everybody  in  this  room  who  has  a  great  deal 
of  interest  in  the  mails  being  a  successful  communication  medium 
in  the  future — that  they  enlist  those  customers  to  help  them  get 
through  this  issue. 

Mr.  Myers.  So  you  feel  presently  the  delay  is  because  of  the 
users  rather  than  the  system  itself? 

Mr.  Seiffe.  No,  no.  I  think  that  the  users  are  well  beyond  the 
Postal  Services  in  terms  of 

Mr.  Myers.  Oh,  okay,  I  misunderstood. 

Mr.  Seiffe  [continuing].  Their  ability  to  do  things  that  integrate 
themselves  into  the  Postal  Service's  automation  plan,  and  that  they 
have  the  ability  today  to  do  some  or  to  create  some  benefits  for  the 
Postal  Service. 

Mr.  Myers.  Well,  the  users  you  represent,  then,  were  ready  to 
go  by  another  year?  You  think  they'd  have  the  barcoding  ability? 

Mr.  Seiffe.  I  believe  they've  been  ready  since  last  year, 

Mr.  Myers.  Okay,  thank  you. 

Miss  Collins.  Thank  you. 

The  Chair  recognizes  Congressman  Thomas  Sawyer  from  Ohio. 

Mr.  Sawyer.  Thank  you.  Madam  Chair.  I  appreciate  your  indul- 
gence and  I  apologize  for  my  lateness.  I  had  other  work  that  I 
needed  to  do,  and  I'm  grateful  for  the  opportunity  to  submit  my 
opening  statement  for  the  record. 

Miss  Collins.  Thank  you. 

Mr.  Sawyer.  Gentlemen,  let  me,  first  of  all,  thank  you  for  your 
testimony  today.  It,  I  think,  really  gets  to  the  heart  of  some  of  the 
difficulties.  Clearly,  if  the  Postal  Service  had  to  deal  only  with  the 
quality  of  mailers  that  are  represented  by  the  organizations  for 
whom  you  speak  today,  the  process  of  making  that  transition  would 
be  vastly  eased.  The  difficulty  in  dealing  with  the  whole  volume  of 
mail  that's  encountered  in  the  United  States  and  for  which  the 
Postal  Service  is  responsible  may  be  a  part  of  that,  but,  clearly, 
that  opportunity  that  you  represent  to  use  the  technology  and  the 
quality  of  sort,  for  example,  that  you  can  bring  to  a  volume  of  mail 
to  the  pipeline  will  greatly  facilitate  and  make  more  efficient  the 
movement  of  that  product. 

We  have  heard  a  great  deal  over  the  years  about  suggestions  of 
various  kinds  of  privatization.  What  you're  talking  about  is  a  kind 
of  privatization  that  remains  outside  the  pipeline,  but  relies  on  the 
Postal  Service  to  do  that  which  it  does  best,  and  that  is  to  connect 
every  point  in  the  United  States  with  every  other  point  in  the  Unit- 
ed States  on  an  equal  footing. 
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It  is,  it  seems  to  me,  a  way  to  reach  back  into  the  very  best 
things  that  the  private  sector  can  do  without  invading  that  fun- 
damental responsibility  that  no  one  in  the  private  sector  seems  to 
be  able  to  undertake,  and  that  is  the  fullest  and  broadest  measure 
of  responsibility  that  we  place  on  the  Postal  Service.  Would  that 
description  of  what  you're  suggesting  in  terms  of  relying  on  your 
customers  be  an  accurate  portrayal  of  what  you're  talking  about 
today? 

Mr.  Williamson.  Yes,  sir.  We  do  not  endorse  the  privatization  of 
the  Postal  Service  at  all.  We  believe  in  work  sharing  and  have 
since  the  Postmaster  General  had  his  Work-Sharing  Task  Force  in 
1988  to  come  up  with  ideas  that  would  save  both  the  Postal  Service 
and  the  mailers  mailing  costs. 

We're  at  a  threshold  right  now  of  prebarcoding  about  75  percent 
of  the  13  billion  that  I  mentioned  in  the  testimony. 

Mr.  Sawyer.  Right. 

Mr.  Williamson.  To  get  any  further,  we've  got  to  go  to  the  mail- 
er and  get  him  to  improve  printing  and  addressing  format  before 
we  can  get  off  of  that  75  percent  and  get  up  into  maybe  95  percent, 
and  when  we  do  that,  well,  of  course,  that  will  reduce  the  amount 
of  volume  that  the  Postal  Service  has  to  handle  manually,  which 
is  where  the  major  cost  is. 

Mr.  Sackler.  Well,  Mr.  Sawyer,  the  council  is  also  not  in  favor 
of  privatization,  but  if  the  Postal  Service,  whether  it's  barcoding  or 
in  a  variety  of  other  ways,  collectively  does  not  get  its  costs  in  line 
and  does  not  offer  the  kinds  of  services  that  meet  the  competition, 
that  fulfill  what  its  constituent  base  wants,  then  that  kind  of  deci- 
sion may  be  at  your  doorstep  before  all  that  long,  and  then  you'll 
have  to  hear  all  of  us  doing  the  pros  and  cons  on  whether  it  makes 
sense  at  that  point. 

But  the  competition  has  grown  to  such  a  substantial  extent  that 
it  makes  that  kind  of  decision  actually  conceivable  rather  than  the- 
oretical. 

Mr.  Sawyer.  Is  it  fair  to  say  that  at  this  point,  though,  you 
would  prefer  to  see  the  Postal  Service  being  better  prepared  to  ac- 
cept a  high-quality  sort  as  it  comes  to  them,  as  a  result  of  the  effort 
of  mailers 

Mr.  Sackler.  Among  other  things,  yes,  absolutely.  We  want  the 
Postal  Service  to  be  in  the  best  position  to  compete.  We  think  it 
does  still  overall  a  terrific  job,  and  our  members  rely  on  it  very 
heavily  and  want  to  be  able  to  continue  to  rely  on  it. 

Mr.  Sawyer.  Let  me  ask  you  just  a  technology  question.  The  ex- 
pectation of  a  machine-read  sort  for  ordinary  addresses  and  the 
Postal  Service  capacity  to  spray  on  barcodes  just  in  the  ordinary 
flow  of  mail  is  I  guess  projected  some  7  years  out  from  this  point. 
Given  your  experience  with  the  technology,  is  it  your  view  that  that 
is  a  realistic  projection  or  should  we  look  to  further  delays? 

Mr.  Seiffe.  Our  experience  has  been  that  the  technology  to  go 
beyond  where  we  are  today  is  pretty  much  stalled,  although  there 
are  a  couple  of  fairly  major  projects  the  Postal  Service  is  undertak- 
ing today  to  improve  that,  most  notably  something  called  remote 
computer  reading. 

Nevertheless,  I  will  reiterate  my  theory  of  the  private  sector.  The 
Postal  Service  has  set  incentives  for  barcoding  mail,  and  it  is  the 
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position  of  this  organization  that  the  barcoding  of  mail  can  be  done 
with  the  incentives  as  they  are  today  without  a  whole  bunch  more 
technology  coming.  I  understand  that  one  of  the  major  suppliers  of 
technology  is  announcing  this  week  a  new  reader  that  was  com- 
pletely done  in  the  private  sector  for  private  sector  use. 

So  I  would  suggest  that  the  incentives  as  they  exist  today  are 
adequate  to,  one,  develop  the  technology  that  will  be  required;  and, 
two,  it  will  happen  faster  than  that;  and,  three,  that  even  if  it 
doesn't  work,  we'll  find  another  way  to  do  in  the  private  sector, 
which  is  through  key-in  coding,  which  is  what  the  Postal  Service 
is  doing  itself. 

Mr.  Sawyer.  Right.  Thank  you.  Thank  you  both  very  much. 

Thank  you.  Madam  Chairman. 

[The  prepared  statement  of  Hon.  Thomas  C.  Sawyer  follows:] 

Prepared  Statement  of  Hon.  Thomas  C.  Sawyer,  a  Representative  in 
Congress  From  the  State  of  Ohio 

Thank  you,  Mr.  Chairman.  I  want  to  welcome  our  witnesses  to  this  hearing  today. 

Our  witnesses  represent  a  substantial  share  of  the  Postal  Service's  mail  volume. 
Clearly,  the  written  word  remains  an  effective  means  of  communication  for  many 
companies. 

Everyone  understands  the  need  to  ensvu-e  that  the  Postal  Service  remains  com- 
petitive in  a  rapidly  changing  marketplace.  This  is  a  key  year  for  the  agency,  with 
a  10.3  percent  across  the  board  rate  increase  on  the  horizon.  I  look  forward  to  hear- 
ing about  the  effect  of  the  proposed  rate  increase  on  large  mailing  operations. 

Finally,  Mr.  Chairman,  when  the  Postmaster  General  appeared  before  us  last 
week,  he  stated  that  the  Postal  Service's  automation  program  is  in  high  gear.  I  hope 
that  bulk  mailers  continue  to  take  advantage  of  the  savings  that  can  be  achieved 
through  automation.  The  program  won't  be  fully  successful  unless  all  interested  par- 
ties participate. 

Thank  you,  Mr.  Chairman. 

Miss  Collins.  Thank  you. 

This  panel  will  be  dismissed.  Thank  you. 

The  third  panel  is  Mr.  Gene  Del  Polito 

Mr.  Del  Polito.  Yes,  Ma'am. 

Miss  Collins  [continuing].  Executive  director.  Advertising  Mail 
Marketing  Association;  Mr.  Stephen  Bair,  chairman.  Postal  Com- 
mittee of  the  Association  of  American  Publishers;  and  David  Todd, 
counsel,  Mail  Order  Association  of  America. 

We  will  begin  with  you,  Mr. — is  it  Del  Polito? 

Mr.  Del  Polito.  Yes,  Ma'am. 

Miss  Collins.  Thank  you. 

STATEMENT  OF  GENE  DEL  POLITO,  EXECUTIVE  DIRECTOR, 
ADVERTISING  MAIL  MARKETING  ASSOCIATION;  ACCOM- 
PANIED BY  STEPHEN  BAIR,  CHAIRMAN,  POSTAL  COMMITTEE 
OF  THE  ASSOCIATION  OF  AMERICAN  PUBLISHERS,  AND 
DAVID  TODD,  COUNSEL,  MAIL  ORDER  ASSOCIATION  OF 
AMERICA 
Mr.  Del  Polito.  Thank  you.  Madam  Chair.  We  appreciate  this 

opportunity  to  share  our  perspective  during  your  oversight  of  the 

Postal  Service. 

In  our  written  comments,  we  note  AMMA's  very  strong  support 

for  the  historic  and  courageous  step  taken  by  the  Postal  Service's 

Board  of  Governors  in  its  request  for  the  Postal  Rate  Cornmission 

to  approve  a  10.3  percent  across-the-board  postal  rate  increase. 

This  action  is  unprecedented  in  several  respects.  If  approved,  this 
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will  be  the  first  increase  ever  that  has  been  less  than  the  cumu- 
lative rate  of  inflation.  It  also  will  be  the  first  increase  that  ever 
has  won  the  support  of  so  substantial  a  portion  of  the  Postal  Serv- 
ice's customers. 

But  let  me  be  clear.  No  mailer  relishes  the  idea  of  paying  more 
for  postage,  but  we  recognize  the  Postal  Service's  need  for  new  rev- 
enue and  our  support  is  a  manifestation  of  our  interest  in  getting 
the  Postal  Service  beyond  this  business  and  focused  on  the  even 
more  important  work  that  lies  ahead. 

We  believe  the  Board  of  Governors  recognizes,  as  we  do,  that  this 
proposal  can  provide  a  useful  means  for  helping  the  Postal  Service 
focus  its  time,  energy,  and  resources  much  more  productively  on 
the  even  more  important  comprehensive  mail  classification  reform 
proceeding  that  must  follow. 

The  current  mail  classification  scheme  is  woefully  out  of  date.  It 
fails  to  reflect  operational  priorities  the  Postal  Service  has  set  for 
itself  for  the  years  that  lie  ahead,  and  it  is  plagued  with  inefficien- 
cies and  anomalies  that  impede  the  Postal  Service's  ability  to  posi- 
tion and  price  its  services  in  an  increasingly  competitive  commu- 
nication marketplace. 

Preparing  for  mail  classification  reform,  however,  is  only  a  part 
of  the  challenge  that  lies  ahead  for  the  Postal  Service  and  for  post- 
al policymakers  such  as  yourselves.  Since  there  are  significant  im- 
plications associated  with  our  Nation's  drive  to  develop  a  modem 
electronic  information  infrastructure,  we  believe  it  is  essential  that 
the  members  of  this  committee  look  beyond  the  hoopla  surrounding 
the  electronic  information  superhighway  and  the  various  press  re- 
ports regarding  who  is  or  who  isn't  merging  with  whom,  and  never 
lose  sight  of  the  fact  that  new  electronic  forms  of  communicating 
and  doing  business  are  developing  and  will  continue  to  develop  at 
a  breath-taking  pace,  and  that  the  development  of  this  electronic 
information  infrastructure  already  is  having  a  very  significant  ef- 
fect on  the  Postal  Service's  core  mail  business. 

Businesses  across  America  already  have  shifted  a  substantial 
portion  of  their  transactions  and  communications  from  a  hard  copy 
mail-based  form  to  some  electronic  form.  Facsimile  machines,  com- 
puter fax  boards,  wide  and  local  area  computer  networks,  electronic 
data  interchange,  electronic  funds  transfers,  automated  teller  ma- 
chines, the  widespread  use  of  credit  and  debit  cards  in  stores  of  all 
kinds,  including  the  Post  Office,  all  have  removed  from  the  mail 
stream  a  substantial  portion  of  what  otherwise  would  be  first-class 
mail. 

It's  important  to  keep  in  mind  that  this  transformation  is  merely 
in  its  infancy  and  we  have  yet  to  experience  the  vast  changes  that 
will  occur  when  video  information  and  entertainment  on  demand  fi- 
nally is  made  possible. 

It's  also  important  to  recognize  that  the  transformations  we've  al- 
ready witnessed  in  the  Postal  Service's  first-class  mail  business 
have  only  just  begun  to  occur  in  its  third-class  advertising  mail 
business. 

Even  though  it  will  take  several  years  to  complete  the  trans- 
formation of  our  Nation's  information  and  communications  infra- 
structure, businesses  and  consumers  will  not  be  waiting  for  the  en- 
tire superhighway  to  be  built  before  they  begin  to  use  it.  No,  they'll 
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use  it  just  as  they  did  the  interstate  highways,  wherever  and 
whenever  they  can. 

As  we've  said  in  our  written  comments,  we  firmly  beUeve  that 
the  Postal  Service  as  we  know  it  today  is  in  a  race  with  technology 
and  time  that  it  ultimately  is  going  to  lose.  Indeed,  the  sheer  pace 
of  technological  innovation  in  the  electronic  communications  realm 
foretells  the  Postal  Service's  eventual  demise. 

But  it's  something  more  important  than  the  Postal  Service  that's 
being  tested  here.  The  real  test  concerns  the  relevance  of  the 
present  legislative  and  regulatory  framework  upon  which  postal  re- 
organization is  based.  With  each  passing  year,  this  legislative  and 
regulatory  underpinning  is  becoming  more  and  more  an  anachro- 
nism. As  mail  leaves  the  system,  the  burden  of  supporting  the 
Postal  Service's  ever-increasing  cost  structure  will  fall  in  the  form 
of  higher  rates  on  the  shoulders  of  those  who  must  remain  in  the 
mail,  which  in  turn  will  hasten  the  search  for  acceptable  electronic 
substitutes  and  precipitate  a  further  diversion  of  mail  out  of  the 
system.  Rising  rates  will  only  hasten  this  trend,  and  eventually  it 
will  become  apparent  that  the  only  way  to  keep  mail  in  the  system 
is  through  some  external  subsidy  to  support  Postal  Service's  very 
costly  infrastructure.  When  that  day  comes.  Congress  will  have  to 
face  the  prospect  of  having  to  keep  the  Postal  Service  afloat  with 
taxpayer  revenues. 

The  coming  of  the  electronic  information  revolution  foretells  that 
while  mail  will  continue  to  play  a  role  in  the  way  we  communicate 
and  do  business,  the  role  it  can  be  expected  to  play  will  change  sig- 
nificantly. Nonetheless,  our  postal  system  will  remain  very  much  a 
part  of  our  Nation's  communication  and  information  infrastructure 
and  we  must  act  prudently  to  ensure  that  this  source  of  commerce 
is  not  disrupted  by  needless  turmoil. 

We  can  choose  a  more  rational  path  by  planning  for  the  postal 
system  our  Nation  will  truly  need  in  the  years  and  the  decades 
ahead,  and  we  can  do  that  by  devoting  the  time,  energy,  and  re- 
sources that  are  necessary  to  formulating  a  realistic  picture  of  the 
future. 

We  believe  it  is  essential  that  postal  policymakers  understand  as 
best  as  possible  the  way  our  Nation's  information  infrastructure 
will  change  over  the  next  20  years,  the  kind  of  information  infra- 
structure that  will  be  necessary  to  serve  the  Nation's  communica- 
tion and  transactional  needs,  and  the  role  mail  will  be  expected  to 
play  in  serving  those  needs.  These  are  the  essential  first  steps  to- 
ward developing  a  postal  policy  for  the  future. 

The  next  steps  will  be  the  really  hard  part,  and  that  will  be  to 
determine  how  the  Nation's  postal  system  really  must  look  20 
years  from  today  and  developing  a  legislative  and  regulatory 
framework  that  can  provide  a  smooth  transition  from  the  mail  sys- 
tem we  have  today  to  the  one  we  will  need  tomorrow. 

There  are  many  ways  that  this  can  be  done,  and  we've  suggested 
in  our  written  comments  only  one.  I'm  sure  there  will  be  some  who 
will  look  at  our  suggestions  and  will  say,  "Don't  worry.  There's 
plenty  of  time.  Nothing  terrible  is  going  to  happen  to  the  Postal 
Service  any  time  soon." 

They  remind  me,  however,  of  those  who  build  their  houses  smack 
dab  on  top  of  an  active  geological  fault,  totally  dismiss  all  warnings 
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of  impending  earthquakes,  claim  vindication  when  the  big  one  fails 
to  materialize,  and  then  weep  and  gnash  their  teeth  when  it  even- 
tually does.  We  urge  you  to  take  a  seismic  reading  on  our  postal 
system.  The  warning  signs  are  there.  It's  important  that  we  use 
this  time  for  sound  planning,  for  policymaking,  as  we  would  in 
business. 

[The  prepared  statement  of  Mr.  Del  Polito  follows:] 
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Prepared  Statement  of  Gene  Del  Pouto,  ExECimvE  Director,  Advertising 
Mail  Marketing  Association 

Advertising  mail  is  a  vital  part  of  the  Postal  Service's  mail 
mix.   It  provides  substantial  revenue  for  the  support  of  the 
nation's  "free,"  universal  mail  delivery  system.   It  fuels 
economic  growth,  provides  millions  of  jobs,  wages,  and 
benefits  for  millions  of  Americans  nationwide,  and  generates 
billions  of  tax  dollars  that  support  government  at  all  levels. 

Advertising  mail  is  valued  as  a  communications  and 
transactional  medium  by  millions  of  businesses  across  the 
nation.   It  provides  convenience,  information,  and  value  for 
all  Americans.   It  also  serves  as  one  of  Congress'  primary 
means  of  communicating  information  to  constituents. 

AMMA  applauds  the  historic  and  unprecedented  action  taken  by 
the  Board  of  Governors  of  the  U.S.  Postal  Service  in  the  most 
recent  filing  with  the  Postal  Rate  Commission  of  a  proposed 
10.3%  across-the-board  postal  rate  increase--an  amount  that 
will  be  significantly  less  than  what  will  be  the  cumulative 
rate  of  inflation  from  the  last  rate  increase. 

The  driving  force  for  this  proposal  comes  from  the  widespread 
recognition  that  the  Postal  Service  must  put  this  piece  of 
business  behind  itself  with  dispatch  and  tend  to  the  even  more 
important  business  of  comprehensive  mail  classification 
reform.   The  current  mail  classification  scheme  is  out-of- 
date,  no  longer  comports  with  the  Postal  Service's  long-term 
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operational  needs,  and  constrains  unnecessarily  whatever 
pricing  flexibility  the  Postal  Service  should  be  able  to  enjoy 
within  the  current  legislative  and  regulatory  framework. 

The  advent  of  the  "electronic  information  superhighway" 
foretells  mail's  changing  future  role.   The  Postal  Service's 
core  mail  business  already  has  been  affected  by  electronic 
forms  of  communicating  and  doing  business,  and  the  diversion 
of  mail-based  communication  and  information  to  some  electronic 
form  will  continue  and  accelerate  in  the  future. 

It  is  essential  that  action  be  taken  to  define  the  role  mail 
will  be  expected  to  play  in  tomorrow's  communication  and 
information  infrastructure  as  a  precursor  to  thoughtful, 
constructive  postal  policy  development.   One  path  to  such  an 
end  is  suggested,  i.e.,  the  convening  of  a  "commission," 
fashioned  somewhat  in  the  matter  of  the  Kappel  Commission, 
under  the  auspices  of  the  Board  of  Governors  of  the  Postal 
Service. 


INTRODUCTION 

The  Advertising  Mail  Marketing  Association  (AMMA)  appreciates  this 
opportunity  to  share  its  views  on  our  nation's  postal  system.   AMMA 
is  a  national  association  of  companies  and  organizations  that  use 
or  support  the  use  of  mail  as  an  adverljising,  marketing,  or  fund 
raising  medium. 

It  is  our  basic  thesis  that  the  U.S.  Postal  Service  (USPS)  faces 
hazards  and  challenges  that  are  unprecedented  in  its  200-year 
history.   Some  of  these  issues  are  entirely  of  the  Postal  Service's 
own  making;  others  are  the  result  of  forces  and  technological 
developments  which  the  Postal  Service  can  ignore  only  at  peril  to 
itself,  those — such  as  AMMA's  membership — that  depend  upon  the 
postal  delivery  system  for  business  purposes,  and  to  the  general 
public. 

We  believe  that,  if  the  proper  steps  are  taken,  the  nation's  postal 
system  can  remain  intact  and  undistressed  well  into  and  beyond  the 
electronic  information  age.   It  is  our  purpose  in  these  comments  to 
identify  the  steps  which  imperatively  must  be  taken  if  this  goal, 
which  all  concerned  Americans  share,  is  to  be  realized. 

We  deal  with  four  topics.   First,  we  show  that  it  is  necessary,  now 
and  forevermore,  to  cast  aside  the  notion  of  advertising 
transactional  and  marketing  mail  as  "junk."   We  note  the  true  value 
of  this  type  of  mail,  because  it  is  unmistakably  clear  that  the 
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Postal  Service  simply  cannot  survive  without  it  and  because  the 
American  public  would  be  loser  from  its  demise. 

Second,  we  show  that  the  unprecedented  and  historic  rate  filing  the 
Postal  Service  made  in  March  of  this  year  has  garnered  wide  support 
from  mailers,  including  AMMA,  because  we  recognize  that  it  is  an 
essential  first  step  in  the  process  of  revitalizing  the  postal 
system.   We  demonstrate  that  the  modest  rate  increase  sought  by  the 
Postal  Service  must  be  viewed  as  only  a  prelude  to  a  more 
fundamental  reform  of  the  mail  classification  reform. 

We  note  also  that  the  Postal  Service,  under  the  leadership  of  its 
Board  of  Governors,  must  establish  an  effective,  vigorous  strategic 
plan  to  respond  to  the  changes  being  precipitated  by  the  advent  of 
the  electronic  communications  revolution.   The  development  of  that 
plan  must  involve  not  only  USPS  management  and  governmental  policy 
makers,  but,  imperatively,  the  senior  leadership  of  companies  and 
organizations  whose  livelihood  depends  on  an  effective,  efficient, 
and  responsive  postal  system. 

THE  "JUNK  MAIL"  MYTH 

Probably  no  category  of  mail  is  as  misunderstood  and  misappreciated 
as  third  class  advertising  mail.   In  part,  this  misappreciation  has 
its  roots  in  the  seemingly  relentless  campaign  to  denigrate  the 
value  and  importance  of  mail  as  a  business  communications  and 
transactional  medium.   It  is  a  rare  exception  to  find  an  article 
written  about  the  mail  or  the  U.S.  Postal  Service  (USPS)  without 
some  reference  to  what  the  newspapers  like  to  call  "junk." 


224 


-   3  - 

Of  course,  the  stuff  they  call  "junk"  is  the  same  matter  they 
strive  mightily  to  carry  and  distribute  themselves.  Once  it  graces 
the  pages  of  their  publications,  somehow  it  marvelously  is 
transformed  into  something  that's  much  more  highly  prized. 

Recently,  AMMA  received  a  letter  from  the  executive  director  of  the 
American  Society  of  Newspaper  Editors  (ASNE) .   He  quite  accurately 
noted  that  AMMA  has  been  especially  active  in  challenging 
newspapers'  unfounded  assertion  that  advertising  in  the  mail  was 
matter  that  had  no  value  (i.e.,  "junk.")   In  fact,  AMMA  has 
challenged  virtually  every  such  incidence  brought  to  its  attention 
for  the  past  three  years  in  an  effort  to  dispel  public 
misconceptions  of  the  purpose  and  utility  of  advertising  mail.   In 
his  letter,  the  ASNE  executive  asked  for  "docvunentation  for  the 
assertion  that... [AMMA  has]  been  making  over  the  past  several 
years"  that  the  term  "junk  mail"  was,  in  fact,  coined  by  the 
newspaper  industry  out  of  fear  of  competition  brought  to  the 
marketplace  by  mail-based  advertising  distribution. 

We  were  delighted  to  provide  him,  and  we  are  pleased  to  provide 
this  Committee,  with  the  most  authoritative  documentation  that 
there  is  en  record.   Attached  is  a  copy  of  the  ASNE  request  as  well 
as  AMMA's  reply,  which  included  a  copy  of  a  recently  published 
scholarly  work  that  documents  quite  clearly  how  the  term  "junk 
mail"  got  its  genesis  within  the  newspaper  industry. 

"Junk"  is  a  term  that  is  used  to  describe  something  that  has  no 
value.   For  the  businesses  that  use  mail  advertising,  calling  it 
junk  misrepresents  the  value  it  really  has.   What  advertising 
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mail's  detractors  seem  to  forget  is  that  the  purpose  and  value  of 
advertising  in  the  mail  is  no  different  from  advertising 
distributed  through  other  communications  media.   Regardless  of 
whether  advertising  is  distributed  through  the  mail,  a  newspaper,  a 
magazine,  radio,  television,  cable,  or  in  some  other  electronic  or 
computer-based  form,  it's  advertising  all  the  same. 

In  fact,  advertising  mail  is  used  by  millions  of  different  kinds  of 
businesses  everyday  for  a  variety  of  reasons.   Third  class 
advertising  mail  is  used  by  companies  that  sell  a  variety  of 
household  goods  and  personal  items.   It  permits  millions  of 
Americans  to  shop  for  clothing,  books,  recordings,  and  a  nearly 
endless  variety  of  other  consumer  goods  and  services  without  having 
to  leave  their  homes.   While  this  is  a  matter  of  convenience  to 
some,  one  cannot  discount  the  real  benefits  of  its  availability  to 
people  who  are  elderly  or  infirm,  live  in  rural  areas,  or  are 
otherwise  without  direct  or  easy  access  to  retail  establishments  or 
service  facilities.   Today,  for  millions  of  Americans,  the  mailbox 
is  their  mall. 

Besides  serving  as  a  medium  for  shopping  by  mail,  major  retail 
department  stores,  local  retail  merchants,  physicians,  dentists, 
lawyers,  accountants  and  other  service  providers  also  use  third 
class  mail  to  communicate  with  current  and  prospective  customers, 
patients,  and  clients.   It's  also  used  by  local  and  long  distance 
telephone  companies,  banks  and  other  financial  service  firms, 
insurance  companies,  automobile  manufacturers  and  dealers,  consumer 
product  manufacturers,  radio,  television,  cable  service  companies, 
and  many,  many  others — including  newspapers.   It  also  is  one  of  the 
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most  oft  used  means  for  soliciting  support  for  many  charitable, 
religious,  educational,  scientific,  and  philanthropic  causes  and 
for  other  more  general  communications  purposes . 

Third  class  mail  has  proved  to  be  an  effective  advertising  and 
marketing  alternative  for  many  American  businesses.   By  our 
reckoning,  advertising  mail  is  responsible  some  $220  billion  in 
sales  and  the  creation  of  some  3.5  million  jobs  throughout  the 
nation. 

Third  class  advertising  mail  also  generates  a  substantial  volume  of 
additional  transactional  mail  in  the  form  of  invoices  and  payments 
(first  class  mail),  product  fulfillments  (second,  third,  and  fourth 
class  mail.  Priority  Mail,  and  Express  Mail),  and  additional 
promotions  (first  and  third  class  mail).   In  addition  to  recovering 
all  of  its  attributable  costs,  the  postal  revenue  generated  by 
third  class  mail  makes  a  substantial  contribution  to  the  recovery 
of  nonattributable  postal  overhead  costs,  which  helps  support  our 
nation's  "free"  universal  mail  delivery  system  and  keeps  postal 
prices  among  some  of  the  lowest  in  the  world. 

Third  class  mail  also  is  the  medium  members  of  Congress  often  use 
to  communicate  with  their  constituents .   Even  though  newspapers 
often  refer  to  such  constituent  communications  as  "congressional 
junk  mail,"  we're  sure  members  of  Congress  would  disagree  with  the 
contention  that  such  mail  is  "without  value." 

Though  often  maligned,  advertising  mail  is  a  vital  part  of  the 
Postal  Seirvice's  mail  mix,  and  provides  the  only  advertising  medium 
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that  can  be  accessed  easily  by  businesses  and  organizations  of  all 
kinds  nationwide.   Preserving  and  enhancing  the  value  of  mail  as  a 
business  communications  and  transactional  medium  should  be  a  high 
priority  for  all  concerned  with  the  development  and  implementation 
of  our  nation's  postal  policies. 

In  short,  the  notion  that  advertising  and  transactional  mail  is 
"junk"  is  not  merely  mythical,  but  false.   Advertising,  marketing, 
and  transactional  mail  is  indispensable  to  the  well-being  of  our 
economy,  to  the  interests  of  consumers,  and  to  the  future  of  the 
postal  system.   The  use  of  derisive  labels  ought  not  to  be 
tolerated.   This  sort  of  name-calling  will  serve  only  to  make  the 
daunting  problems  faced  by  the  Postal  Service  all  that  more 
difficult  to  resolve. 

R94-1:  AN  UNPRECEDENTED  AND  HISTORIC  VENTURE 

On  March  8th  of  this  year,  the  Board  of  Governors  of  the  U.S. 
Postal  Service  took  an  historic  and  courageous  step  toward  doing 
just  that  by  asking  the  Postal  Rate  Commission  (PRC)  to  approve  a 
proposal  to  raise  postal  rates  across-the-board  (with  a  few 
exceptions)  by  10.3%.'   This  action  by  the  Board  is  unprecedented, 
and  AMMA  applauds  the  Postal  Service's  Board  of  Governors  for 
initiating  an  undertaking  that  is  unique  in  several  respects. 


'  Current  postal  law  requires  rates  for  each  mail  class  and 
service  to  be  sufficient  to  recover  at  least  their  attributable 
costs.  For  some  mail  services,  this  necessitated  an  increase 
larger  than  10.3%.  In  some  instances,  however,  the  size  of  the 
increase  required  seems  incomprehensible,  such  as  the  73%  rate 
increase  the  USPS  is  proposing  for  Library  Rate  mail  and  the  200% 
increase  that  is  being  requested  for  pre-barcoded,  pre-addressed, 
postage-paid,  automatable  Business  Reply  Mail. 
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First,  the  Postal  Service  never  before  has  asked  for  a  postal  rate 
increase  that  has  been  less  than  the  ciimulative  rate  of  inflation. 
This  one  is.   In  fact,  if  implemented  as  approved,  this  proposed 
rate  increase  will  be  some  four  percentage  points  less  than  the 
growth  in  inflation  since  the  time  when  postal  rates  last  rose  in 
February  1991. 

It  should  be  noted  that  the  support  the  Postal  Service  is  receiving 
for  this  proposal  from  its  major  customers  also  is  without 
precedent.   No  mailer  wants  or  likes  to  pay  higher  postal  rates. 
And  no  one  within  the  business  mailing  community  believes  that  a 
10.3%  rate  increase  is  "mini"  in  any  regard.   In  fact,  it  will  mean 
the  transfer  of  some  $4.7  billion  dollar  in  wealth  from  the  private 
sector  to  the  Postal  Service  for  each  year  these  rates  are  in 
effect,  and  that  is  far  from  being  a  "mini"  anything. 

In  general,  however,  we  understand  the  need  for  this  postal  rate 
increase,  and  we  appreciate  quite  fully  the  importance  of 
dispensing  with  this  piece  of  "business  of  the  past"  in  order  to 
focus  more  completely  on  the  even  more  important  "business  of  the 
future. " 

Despite  its  obvious  beneficial  effects,  to  businesses  and 
consumers,  a  10.3%  across-the-board  rate  increase  should  not  be 
viewed  as  a  "gift"  to  mailers,  or  even  as  some  gambit  to  tilt  the 
balance  of  power  in  postal  management's  favor  for  this  year's 
collective  bargaining  with  labor.   Rather,  the  much  "greater 
purpose"  behind  10.3  is  to  allow  the  Postal  Service  to  "clear  the 
regulatory  decks"  to  enable  it  and  the  mailing  community  to  prepare 


-   8  - 

for  the  next  and  even  more  important  proceeding — comprehensive  mail 
classification  reform. 

For  the  postal  Governors,  taking  the  step  they  did  entailed  a 
gutsiness  and  a  willingness  to  riak  that  is  unprecedented.   It 
evidenced  an  enormous  investment  of  faith  and  trust  in  Postmaster 
General  Marvin  Runyon,  because  when  the  Governors  were 
contemplating  their  decision,  they  clearly  were  not  looking  at  the 
"best  of  all  possible  worlds." 

Financial  reports  for  the  first  several  accounting  periods  of  this 
fiscal  year  suggested  that  the  Postal  Service's  costs  were 
seriously  out  of  kilter.   Costs  reportedly  were  rising  at  alarming 
pace  even  though  mail  volume  and  revenue  were  rising  at  what  should 
have  been  considered  a  healthy  pace.   Postal  work  rolls  reportedly 
had  swelled  to  pre-Runyon  reorganization  levels,  and  overtime  use 
was  up.   To  make  matters  worse,  mailers  were  reporting  more  than 
the  usual  incidence  of  service-related  problems  despite  the 
increased  use  of  overtime. 

With  less  than  a  "business  as  usual"  rate  increase  on  the  horizon, 
postal  management  clearly  will  be  feeling  the  heat  to  do  things 
more  smartly,  more  efficiently,  and  at  lower  cost.   The  Postal 
Service  will  be  under  enormous  pressure  to  wring  every  dollar  of 
costs  out  of  the  system  by  demonstrating  some  payback  for  the 
billions  of  dollars  that  have  been  invested  over  the  years  for 
postal  automation.   Cost-efficiency  and  sustained  increases  in 
worker  productivity  in  all  facets  of  postal  operations  will  be 
essential. 
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MAIL  CLASSIRCATION  REFORM  IS  ESSENTIAL  TO  THE  USPS'  WELL-BEING 

The  Governors  of  the  Postal  Service — and  the  Postmaster  General — 
have  gone  out  on  a  limb  by  gambling  that  postal  management  has  the 
wherewithal  to  make  a  $4.7  billion  per  year  infusion  of  new  cash 
last  long  enough  to  allow  the  Postal  Service  to  ready  itself  for 
mail  classification  reform.   Nonetheless,  the  Governors  and  the  PMG 
recognized  that  once  this  immediate  need  for  new  revenue  is  out  of 
the  way,  the  Postal  Service  finally  will  be  able  to  focus  on 
redefining  its  services  to  enhance  mail's  continued  value  as  a 
business  communications  and  transactional  tool. 

The  truth  is  that  without  mail  classification  refoinn,  the  Postal 
Service  will  be  headed  on  a  fast  track  to  perdition.   The  simple 
fact  is  that  today's  mail  classification  system  is  woefully  out-of- 
date.   It's  based  on  a  mail  processing  and  distribution  scheme  that 
fails  to  reflect  changes  that  have  been  and  are  continuing  to  be 
effected.   It's  a  scheme  that  is  plagued  with  inefficiencies  and 
anomalies,  and  it  impedes  the  Postal  Service's  ability  to  position 
and  price  its  services  to  meet  present-day  (and  future)  realities 
in  an  increasingly  competitive  communication  marketplace. 

These  problems  stem  largely  from  the  current  practice  of  lumping  in 
the  same  groups  (subclasses)  mail  that  has  vastly  different  cost 
and  operational  characteristics  (e.g.,  the  mixing  of  mail  that  can 
be  processed  at  lower  cost  and  greater  efficiency  with  automated 
machinery  along  with  mail  that  cannot  be  automated  and  must  be 
processed  by  considerably  more  costly  manual  means).   This  inflates 
tremendously  the  cost  base  upon  which  all  postal  prices  are 


231 


-  10  - 
determined.   It  removes  whatever  pricing  flexibility  the  Postal 
Service  could  ever  possibly  enjoy,  and  it  deprives  mailers  from 
benefitting  fully  from  the  worksharing  they  do  to  make  this  mail 
easier  and  less  costly  to  process  and  distribute. 

Proposing  a  less-than-inf lation,  across-the-board  rate  increase  is 
more  than  a  good  idea.   It's  essential  to  the  Postal  Service's 
survival.   There  is  substantial  support  within  the  mailing 
community  for  this  proposal.   Indeed,  there  is  considerable 
sentiment  to  settle  the  present  rate  case,  if  at  all  possible, 
without  contest.   Why?   Because  mail  classification  is  just  that 
important . 

Mailers  and  postal  management  both  recognize  that  the  Postal 
Service  was  ill-prepared  to  deal  with  significant  mail 
classification  change  in  the  present  proceeding.   It  would  have 
been  disastrous  to  file  a  major  rate  case  with  no  proposed  mail 
classification  changes.   The  filing  of  a  "plain  vanilla"  rate  case 
would  have  led  to  a  contest  among  various  parties  for 
classification  changes  that  would  have  balkanized  the  Domestic  Mail 
Classification  Schedule  and  left  the  Postal  Service  even  more 
vulnerable  to  competition  within  today ''s  more  diverse 
communications  marketplace. 

AMMA  believes,  therefore,  that  the  Postal  Service  has  not  been 
utterly  unresponsive  to  *he  formidable  challenges  and  hazards  that 
it  faces.   The  10.3%  increase  proposed  is  an  essential  first  step 
toward  revitalization.   It  is,  however,  just  that — a  first  step. 
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AMMA  believes  that  the  Postal  Service  will  deliver  on  its  promise 
to  proceed  as  quickly  as  possible  with  mail  classification  reform. 
That,  too,  is  an  essential  step  toward  revitalization.  But  these 
steps  simply  are  not  enough. 

THE  USPS  &  THE  INFOBAHN:  AN  ON-RAMP  OR  THE  END  OF  THE  ROAD? 

Preparing  for  mail  classification  reform,  however,  is  only  a  part 
of  the  challenge  that  lies  ahead  for  the  Postal  Service  and  postal 
policy  makers.   By  now,  you've  probably  read  a  fair  share  of 
stories  in  the  general  and  business  press  on  the  coming  of  what  has 
been  popularly  referred  to  as  the  "electronic  information 
superhighway" — a  short-hand  way  of  describing  the  transformation  of 
the  nation's  information  and  communication  infrastructure,  i.e., 
the  rewiring  of  America  with  fiber  optic  cable,  the  implementation 
of  an  Integrated  Services  Digital  Network  (ISDN)  in  place  of 
today's  analog  voice  and  data  transmission  systems,  the  use  of 
digital  signal  compression  and  a  host  of  other  sophisticated  data 
storage  and  transmission  technologies  that  promise  to  bring  such 
things  as  video  and  a  host  of  high  power  information  services  on- 
demand,  real-time  desktop  teleconferencing,  and  lots  more. 

Today,  there  are  a  multiplicity  of  vehicles  available  for  business 
that  wants  to  cruise  the  information  superhighway,  or  "infobahn"  as 
some  have  come  to  call  it.   There  are  (or  soon  will  be)  vehicles 
aplenty,  that  will  be  reasonably  well-suited  to  any  particular 
business'  communication  and  transactional  needs.   Each  vehicle  will 
be  sufficient  to  allow  any  business  to  use  whatever  portion  of  the 
infobahn  may  be  immediately  accessible,  and  as  access  to  this 
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electronic  infrastructure  grows,  so  also  will  the  alternatives  from 
which  businesses  may  choose. 

There's  been  a  lot  of  hoopla  surrounding  this  topic.   Much  of  it 
started  when  the  Clinton  Administration  first  expressed  its  ardor 
for  creating  a  "National  Information  Infrastructure,"  and  general 
business  interest  accelerated  into  a  frenzy  when  the  nation's 
largest  Baby  Bell  announced  its  proposal  to  marry  one  of  the 
nation's  largest  cable  companies.   The  appraisal  of  skeptics 
notwithstanding,  everyone  seemed  sure  that  a  full-blown  electronic 
information  superhighway  was  about  to  be  actualized  in  its  fullest 
manifestation  and  glory  in  months,  rather  than  years.   And  as  might 
have  been  expected,  now  that  Bell  Atlantic  and  TCI  have  called  off 
their  merger,  the  electronic  revolution's  doubting  Thomases  are 
arising  from  the  woodwork. 

The  fact  is  that  transactions  (or  the  collapse  of  transactions) 
such  as  the  Bell  Atlantic-TCI  merger  have  very  little  to  do  with 
the  development  of  the  electronic  information  age.   Although  these 
"events"  capture  the  lion's  share  of  publicity,  the  publicity 
obscures  the  reality — which  is  that  we  already  are  in  the  age  of 
electronic  information.   Regardless  of  who  acquires  whom  or  merges 
with  whomever,  the  pace  of  deployment  of  electronic  information 
transmission  systems  not  only  will  continue  but  also  will 
accelerate  in  the  years  ahead. 

A  RACE  WITH  TECHNOLOGY.  Businesses  alone  already  have  shifted  a 
substantial  portion  of  their  transactions  and  communications  from  a 
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hard-copy,  paper-based  form  to  some  electronic  form.   This  trend 
not  only  will  continue,  it  will  accelerate. 

Similar  changes  also  should  be  expected  in  the  transactions  and 
communications  that  take  place  between  businesses  and  consximers. 
Some  such  change  already  has  occurred  with  the  introduction  of 
facsimiles  and  modem-equipped  computers  into  the  home.   In  fact, 
the  real  growth  in  faxing  is  more  likely  to  occur  with  computer- 
based  faxing  rather  than  through  stand-alone  machines — even  though 
the  cost  of  a  stand-alone  device  is  now  at  the  $200  level  and 
dropping. 

Consumers  also  are  becoming  more  comfortable  with  other  electronic 
transactional  vehicles — ATMs  as  well  as  debit  and  credit  card 
terminals  in  grocery  stores,  gas  stations,  and  even  the  post 
office.   Smart  phones  are  becoming  smarter  yet,  and  the 
implementation  of  anything  that  even  approximates  the  Clinton 
health  plan  could  well  spur  the  proliferation  and  use  of  chip-based 
smart  card  technology. 

It  should  be  noted  that  in  this  little  inventory  of  change,  nothing 
yet  has  been  said  about  the  impact  video  on  demand,  interactive 
home  shopping,  TV-cable  interactive  control  devices  and  other  home- 
based  information  and  entertainment  technologies  and  services  will 
have  on  the  transformation  of  American  business  and  society.   While 
it  may  take  a  little  longer  to  actualize,  no  one  can  dispute  that 
corporations  across  the  nation  are  staking  fortunes  on  making  sure 
this  transformation  happens — -and  it  will. 
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The  implications  for  the  Postal  Service  are  enormous,  and  an  impact 
already  is  being  realized.   A  great  deal  of  what  previously  was 
business-to-business  first  class  mail  now  is  communicated  by 
telephone,  facsimile,  electronic  mail,  electronic  funds  transfers, 
and  electronic  data  interchange.   A  comparable  transformation  is 
beginning  also  in  what  has  been  the  Postal  Service's  third  class 
advertising  mail  business.   Indeed,  the  diversion  of  first  class 
mail  transactions  to  electronic  alternatives  will  accelerate  the 
transformation  of  many  marketing  events  to  alternative  forms.   This 
shouldn't  be  an  unanticipated  outcome,  because  it's  only  logical  to 
expect  that  once  the  capacity  exists,  businesses  and  consumers  will 
discover  a  multiplicity  of  as  of  yet  unthought  of  uses. 

America's  economy  no  longer  is  based  predominantly  on 
manufacturing.   Today,  the  provision  of  professional,  financial, 
information,  personal,  other  kinds  of  services  constitute  the 
driving  force  of  the  American  economy.   There  was  a  time  when 
postal  officials  heralded  this  change  as  the  harbinger  of  increased 
postal  growth.   But,  no  longer  can  the  Postal  Service  take  for 
granted  that  the  evolution  from  an  industrial  to  a  service-based 
economy  will  result  in  more  mail  and  more  postal  revenue. 

Even  though  it  still  will  take  several  years  before  an  electronic 
information  superhighway  is  fully  built,  it's  important  to  keep  in 
mind  that  the  Postal  Service's  viability  can  be  endangered  just  as 
easily  by  a  less  than  fully  developed  infobahn.   People  didn't  wait 
until  the  entire  Interstate  highway  system  was  fully  constructed 
before  they  began  to  use  it.   They  used  it  to  whatever  extent  they 
could  wherever  and  whenever  it  was  available  to  them.   And  even 
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while  the  Interstate  system  was  still  under  construction,  it 
precipitated  a  transformation  of  American  commerce  and  the  very 
fabric  of  our  society.   The  same  will  happen  with  the  information 
superhighway  as  well. 

The  reality  is  that  the  Postal  Service — as  we  know  it  today — is  in 
a  race  with  technology  it  ultimately  is  going  to  lose.   The  sheer 
pace  of  technological  innovation  in  the  electronic  communications 
realm  foretells  the  Postal  Service's  ultimate  demise.   With  each 
passing  year,  the  sophistication  of  electronically-based 
communication  technologies  grows  logarithmically,  while  the  cost 
plummets . 

Who,  for  instance,  would  have  thought  that  the  price  we  paid  for 
the  now-primitive  8 08 8 -based  PC  technology  of  10  years  ago,  today 
will  buy  the  power  of  a  Pentium-based  microcomputer?  And  who  does 
not  expect  that  the  price  paid  today  for  a  Pentium-class  computer 
will  not  bring  to  the  desktop  of  tomorrow  the  kind  of  parallel, 
multiple-processor  power  that  formerly  would  have  been  available 
only  from  a  mainframe  machine? 

POSTAL  REORGANIZATION  OF  1970:  STILL  RELEVANT  OR  AN  ANACHRONISM?   The  Postal 
Service  plainly  is  doomed  by  the  conditions  of  its  existence  and 
the  circumstances  of  its  creation.   As  a  government  agency,  the 
Postal  Service  is  statutorily  hamstrung  by  constraints  that  dictate 
its  employment  policies,  the  compensation  and  benefits  it  provides 
its  workers,  the  design  and  pricing  of  its  services,  and  the  manner 
in  which  it  stewards  the  nation's  mail  system. 
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By  congressional  design — and  bureaucratic  device — it's  riddled  with 
inefficiencies  that  would  bring  any  other  business  to  its  knees. 
(No  business,  for  instance,  would  maintain  the  broad  base  of 
"unprofitable"  retail  outlets  that  the  Postal  Service  does.)   It 
very  well  may  be,  as  postal  managers  regularly  proclaim,  the  most 
efficiently  run  postal  systeia  in  the  world.   That,  however,  is  more 
an  indictment  of  the  inefficiencies  that  plague  other  government- 
operated  postal  monopolies  than  it  is  a  testcunent  to  managerial 
competence  and  true  efficiency. 

Unlike  any  other  business  in  America,  the  Postal  Service,  by  law, 
must  maintain  and  operate  on  a  no-profit/no-loss  basis  a  universal 
mail  delivery  system  that  has  been,  is  today,  and  will  likely 
remain  extraordinarily  labor-intensive.   With  the  formation  of  each 
new  household,  the  Postal  Service's  delivery  network  commensurately 
expands — a  network  that  depends  on  people  to  carry  mail  from  its 
point  of  origin  to  its  destination. 

Twenty  years  ago,  more  than  80  percent  of  all  postal  costs  were 
labor-related,  and  that  hasn't  change  one  whit.   There  also  is 
nothing  on  the  horizon  that  promises  to  cause  the  cost  of  this 
labor  to  decline  or  to  change  the  prospect  that  with  each  passing 
year,  the  cost  of  that  labor  will  rise. 

The  fact  is  that  despite  all  the  talk  from  postal  managers  in 
reference  to  the  Postal  Service  as  "the  corporation"  or  "the 
company, "  it  is  not  now  and  never  has  been  considered  by  Congress 
or  the  American  people  to  be  a  "business".   Rather,  it's  commonly 
believed  to  be  what  it  is,  i.e.,  a  government  agency  chartered  by 
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Congress  to  provide  a  "public  service"  while  operating  in  a 
"business-like"  manner. 

Never  has  it  been  considered  a  competitive  enterprise.   In  fact. 
Congress  gave  the  Postal  Service  a  statutory  monopoly  over  letter- 
mail  specifically  to  protect  it  from  marketplace  competition. 
Consequently,  it  never  has  been  and  probably  never  will  be  operated 
like  a  "real  business" — in  its  current  form. 

As  our  nation's  ultimate  postal  policy  makers,  the  members  of  this 
Committee  soon  will  be  facing  a  "test."   It  will  be  more  than  a 
test  of  the  continued  viability  of  U.S.  Postal  Service;  rather,  it 
will  be  a  test  of  the  relevance  of  the  entire  legislative  and 
regulatory  framework  that  underlies  today's  postal  system.   Given 
current  trends  and  the  prospects  of  future  developments,  it  seems 
clear  that  "postal  reorganization"--as  we  now  know  it — is  becoming 
an  anachronism. 

It's  a  design  that  has  produced  an  institution  and  a  system  that 
will  be  known  more  for  its  inability  to  satisfy  the  nation's 
rapidly  changing  postal  needs  the  closer  we  get  to  the  21st 
century.   In  fact,  if  allowed  to  continue  on  the  path  on  which  it's 
traveled  over  the  past  two  decades  without  significant  change,  our 
nation's  postal  system  will  again  be  at  the  precipice  before  the 
turning  of  the  century. 


THE  USPS:  THE  NATION'S  NEXT  S&L  CRISIS?   Before  this  perspective  is 
casually  dismissed,  please  consider  this.   By  law,  the  Postal 
Service  must  pay  its  costs  from  the  rates  it  charges.   The  trend  of 
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diverting  messages  from  the  mailstream  to  electronic  avenues  has 
begun  and  will  increase  in  the  years  ahead.   As  mail  leaves  the 
system,  the  burden  of  supporting  the  Postal  Service's  growing  cost 
structure  will  fall  on  the  shoulders  of  those  who  remain  in  the 
mail. 

Having  to  raise  more  money  on  proportionately  less  mail  volume  will 
mean  significantly  higher  rates  for  all  who  remain  largely  tied  to 
communicating  and  doing  business  by  mail.   Someone  is  going  to  have 
to  pay  to  maintain  the  costs  of  this  labor-intensive  enterprise; 
and  as  electronic  communications  alternatives  increasingly  draw  out 
of  the  mail  streaun  transactions  that  otherwise  would  have  gone  as 
first  class,  the  Postal  Service,  more  than  likely,  will  be  forced 
to  look  to  advertising  mail  to  pick  up  an  increasing  share  of  the 
expense  of  maintaining  its  universal  mail  delivery  system. 

One  of  mail's  historical  appeals  as  an  advertising  alternative, 
however,  has  been  its  af fordability  and  cost-efficiency.   Rising 
postal  rates  will  reduce  that  appeal  and  intensify  the  diversion  of 
advertising  mall  to  other  communications  alternatives.   Each 
succeeding  postal  rate  increase  simply  will  raise  the  floor  under 
which  the  Postal  Service's  competitors  can  come  to  divert  even 
greater  volume  out  of  the  mail.   The  burden  of  supporting  an 
institutional  cost  structure  that  continues  to  increase  will  cause 
even  those  who  would  prefer  to  stay  in  the  mail  to  seek  more  cost- 
efficient  and  sufficiently  substitutable  alternatives. 

As  more  business  leaves  the  mailstream,  eventually  it  will  become 
clear  that  the  Postal  Service  no  longer  can  afford  to  raise  rates 
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without  hastening  the  diversion  out  of  the  mail.   When  that  day 
comes,  the  only  way  the  Postal  Service  will  be  able  to  keep  mail  in 
the  system  will  be  through  some  external  subsidy  to  help  underwrite 
the  cost  of  its  infrastructure.   And  only  the  American  taxpayer 
will  have  pockets  deep  enough  to  make  the  whole  thing  run. 

I  sincerely  doubt,  however,  that  taxpayers  or  their  elected 
representatives  will  cotton  to  the  idea  of  subsidizing  the  Postal 
Service  with  tax  revenues.   While  Congress  then  may  be  faced  with 
the  need  to  craft  some  sort  of  patchwork  solution,  such  an  approach 
may  prove  to  have  short-lived  utility. 

In  sum,  even  though  it  will  take  decades  before  an  electronic 
communications  system  totally  supplants  the  need  for  a  seven  day  a 
week,  one  price  for  everyone,  universal  hard-copy  message  delivery 
system,  the  Postal  Service  is  indeed  in  a  race  with  technology  and 
with  time  that,  one  way  or  another,  it  really  will  lose. 

CHARTING  A  ROAD  MAP  FOR  THE  FUTURE.   But  need  the  Postal  Service  stay  "on 
its  present  course?"   Or,  need  the  Postal  Service  remain  "as  we 
know  it  today?"   Of  course,  not.   In  fact,  as  noted  above,  some 
steps  to  get  the  Postal  Service  off  its  present  course  already  are 
being  taken  in  the  current  postal  rate  proceeding  and  in  subsequent 
efforts  that  should  lead  to  comprehensive  mail  classification 
reform. 

These  steps,  however,  are  simply  too  small  to  be  enough.   All  they 
will  do  is  put  off  to  some  later  date  the  ultimate  day  of 
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reckoning;  they  will  do  nothing  to  change  the  fundamental  driving 
forces  that  are  bringing  our  nation's  postal  system  to  the  brink. 

The  trumpeting  of  the  coming  of  the  electronic  information 
superhighway  clearly  foretells  that,  while  mail  still  will  play  an 
important  role  in  the  way  we  communicate  and  do  business,  the  role 
it's  played  for  the  past  100  years  is  about  the  change  in  a  big 
way.   What,  then,  can  be  done? 

First,  we  must  define  as  clearly  as  our  cloudy  crystal  balls  will 
permit,  what  the  fullest  manifestation  of  the  nation's  information 
infrastructure  truly  will  look  like  20  years  from  today.   We  must 
determine  just  how  well  that  infrastructure  will  serve  our  nation's 
communication,  information,  and  transactional  needs  in  the  form  we 
envision  it.   We  must  determine,  in  particular  and  as  precisely  as 
we  can,  the  role  mail  will  be  expected  to  play  in  serving  the 
nation's  needs.   We  must  describe,  in  as  much  detail  as  possible, 
the  kind  of  postal  system  that  will  be  needed  to  meet  the  nation's 
requirements.   And  we  must  chart  a  course  of  postal  Evolution  for 
the  orderly  transformation  of  the  postal  system  we  have  today  into 
the  one  will  need  tomorrow. 

Second,  this  is  an  exercise  that  cannot  and  should  not  be  entrusted 
to  the  Postal  Service  alone.   Neither  management  nor  even  the 
postal  Governors  are  ultimately  responsible  for  the  nation's  postal 
policies.   Any  significant  change  to  the  legislative  and  regulatory 
underpinnings  of  the  postal  system  will  require  the  involvement  of 
Congress  and  the  President;  consequently,  participation  by  the 
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Congress  and  the  Administration  is  essential  if  this  charting  for 
the  future  is  to  succeed. 

In  addition,  postal  management  alone  may  have  a  hard  time  tending 
to  this  task  with  objectivity.   The  first  imperative  of  any 
governmental  bureaucracy  is  self-preservation,  and  the  design  that 
might  flow  from  such  a  motivation  may  have  not  even  the  most  remote 
resemblance  to  something  the  Congress,  the  Administration,  or  the 
private  sector  would  find  suitable.   It  would  do  no  one  any  good  to 
have  postal  managers  devise  a  picture  of  the  future  that  would  not 
be  shared  by  other  postal  policy  makers .   The  vision  that  comes 
from  this  exercise  must  be  one  that  will  be  acceptable  to  those  who 
must  craft  that  vision  into  reality  in  the  law. 

Even  though  the  Postal  Service  alone  will  not  and  should  not  be  the 
sole  architect  of  the  nation's  future  postal  design,  however,  it  is 
sufficiently  suited  to  begin  the  exploration  for  the  future.   How 
could  it  do  so?   There  are  many  possibilities,  but  one  might  be  the 
convening  of  a  "commission"  under  the  aegis  of  the  Board  of 
Governors  fashioned  somewhat  in  the  character  of  the  original 
Kappel  Commission. 

DISCARDING  THE  ROSE-COLORED  GLASSES.   It  is  undeniable  that  the  primary 
function  the  nation's  postal  system  plays  today  is  its  role  in  the 
transaction  of  commerce.   More  than  90%  of  all  mail  carried  by  the 
Postal  Service  is  business-related — regardless  of  whether  the 
transactions  and  communications  are  between  businesses  or 
businesses  and  households.   Less  than  10%  of  all  mail  still  has  the 
character  of  purely  personal  communication.   It  makes  sense,  then, 
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to  enlist  the  participation  of  those  who  are  today  and  are  likely 
to  remain  major  users  of  the  postal  system.   It  is  absolutely 
essential  that  these  players  help  shape  a  realistic  perspective  on 
what  their  future  postal  needs  are  likely  to  be  over  the  next  five, 
ten,  fifteen,  and  twenty  years. 

To  get  the  job  done  right,  the  participation  and  commitment  of 
these  significant  private  sector  companies'  chief  executive 
officers  should  be  enlisted.   It  is  unrealistic  to  expect  that  CEOs 
will  get  deeply  involved  in  the  "detail"  work  of  such  a  commission; 
in  all  likelihood,  the  real  work  will  be  done  by  the  "grunts"  who 
will  be  tasked  by  their  CEOs.   CEO  involvement  at  the  highest 
possible  level,  though,  should  ensure  the  kind  of  commitment  of 
time,  interest,  and  private  sector  resources  that  will  be  needed  to 
get  this  work  done. 

The  primary  tasks  assigned  to  this  commission  could  be  to  take  on  . 
the  first  three  tasks  noted  above — defining  what  the  nation's 
information  infrastructure  will  look  like  20  years  from  today, 
determining  how  that  infrastructure  will  serve  the  nation's  needs, 
and  determining  mail's  role  in  the  information  infrastructure  of 
tomorrow.   America's  CEOs  are  suitably  equipped  to  explain  what 
their  companies'  future  informational,  communication,  and  business- 
transactional  needs  are  likely  to  be,  how  they  and  their  companies 
intend  to  satisfy  these  needs,  and  how  mail  will  or  won't  be  a  part 
of  their  future. 

In  this  stage  of  the  exploration,  it  also  makes  sense  to  enlist  the 
participation  of  all  who  will  be  affected  by  or  will  play  a  role  in 
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the  subsequent  steps  of  determining  the  kind  of  postal  system  that 
will  be  needed,  and  charting  the  transitional  course  for 
transforming  the  postal  system  of  today  into  the  one  we  will  need 
tomorrow.   Consequently,  the  composition  of  such  a  commission 
should  include  at  least  "observers,"  if  not  full  participants,  from 
Congress,  the  Administration  (at  least  at  the  Commerce  Department 

level such  as  the  National  Telecommunications  and  Information 

Administration,  which  already  has  some  aspects  of  postal  policy 
within  its  charter),  and  the  postal  employee  organizations. 

In  all  likelihood,  the  nature  of  this  task  will  require  at  least 
two  years  of  hard  work  to  bring  forth  a  vision  that  will  have  some 
value  as  a  basis  for  subsequent  legislative  or  regulatory  policy 
making.   It  will  require  a  commitment  of  support  that  must  be 
sustained  regardless  of  whomever  serves  as  the  Postal  Service's 
chief  executive  officer  or  sits  on  its  governing  board.   Up  to  this 


point,  the  Governors  of  the  Postal  Service  have  resisted  calls  to 
hire  staff  of  their  own  to  help  facilitate  their  work.   Perhaps  now 
is  the  time  for  the  Governors  to  reconsider  that  decision. 

FACING  THE  CHALLENGE.   This  clearly  would  be  the  Board's  most 
important  undertaking  since  the  enactment  of  postal  reorganization. 
It  is  an  exercise  that  must  be  done  with  competence  and  it  must 
transcend  "business  as  usual."   It  is  essential  that  this  work  be 
directed  to  save  the  nation  the  considerable  disharmony  that  would 
likely  result  from  permitting  the  chief  steward  of  the  nation's 
postal  system,  the  Postal  Service,  to  go  mindlessly  to  the 
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precipice  and  over  the  edge.   Most  of  all,  it  is  essential  that 
this  work  begin  now. 

CONCLUSION 

The  nation's  postal  system  is  now  and  is  likely  to  remain  a  very 
important  part  of  our  communication  and  information  infrastructure. 
The  role  mail  will  play  in  that  infrastructure,  however,  is  likely 
to  change  in  a  substantial  way  as  we  move  toward  the  full 
actualization  of  the  electronic  information  superhighway  of 
tomorrow . 

It  is  essential  that  those  who  make  and  those  who  implement  our 
nation's  postal  policies  take  immediate  and  effective  action  to 
preserve  the  integrity  of  our  postal  system  and  to  plan  for  its 
transformation  into  the  kind  of  system  the  nation  will  need  in  the 
years  and  decades  ahead.   We  of  the  Advertising  Mail  Marketing 
Association  are  prepared  to  play  our  role  in  support  of  any  effort 
toward  this  end. 
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March  25,  1994 


Mr.  Gene  A.  Del  Polilo 
AMMA  Bulletin 
1333FStree1.NW,  Suite  710 
Washington,  DC  20004-1108 

Dear  Mr.  Del  Polito: 

I  have  become  aware  of  your  repeated  criticisms  of  newspapers  in  connection  with  the  term 
"junk  mail."  For  example,  in  your  March  10  AMMA  Bulletin,  you  say  that  "the  term  'junk' 
mail  was  developed  by  newspaper  editorial  writers  in  an  effort  to  denigrate  a  rival  medium 
that  competes  with  newspapers  for  advertising  dollars."  And  you  repeat  the  accusation 
later  in  the  March  10  Bulletin. 

The  authority  on  the  original  citations  of  words  and  expressions  is  the  Oxford  English 
Dictionary.  Enclosed  is  the  OED  reference  for  "junk  mail."  which  indicates  a  first  known  use 
of  the  term  in  the  Readers  Digest  (Oct.  1954).  There  are  two  later  citations,  one  in  the 
Economist  (Dec.  1967)  and  the  Edmonton  Journal  (1972).  I  did  a  quick  library  search  in  a 
half  dozen  books  on  slang  and  word  origins,  and  I  can  find  no  additional  citations. 

Do  you  have  documentation  for  the  assertion  that  you  have  been  making  over  the  past 
several  years?  If  so,  I  would  be  interested  in  seeing  it. 

Regardless  of  the  origin  of  the  term,  I  believe  your  theory  of  a  conspiracy  on  the  part  of 
newspaper  journalists  is  based  on  a  misunderstanding  about  how  newspapers  operate.  My 
strong  belief  is  that  newsroom  and  editorial  page  people  distance  themselves  from  rivalries 
over  advertising  dollars.  It  is  a  fantasy,  I  believe,  to  conjure  a  conspiracy  among  editor 
writers  to  inject  a  term  into  the  English  language.  I  doubt  that  they  have  the  power  to  do  so 
even  if  they  tried  to  do  it! 

I  really  would  like  to  get  your  thoughts  on  these  matters  and  to  try  to  understand  your  point 
of  view. 


Lee  Stinnett 
Executive  Director 
(703)648-1145 

cc:  William  David,  Harte-Hanks  Direct  Marketing  and  AMMA  chairman;  Larry  Franklin, 
Hane-Hanks  Communications,  Inc.;  Cora  Everett,  National  Conference  of  Editorial  Writers; 
ASNE  Officers 
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1954  Reader's  Digest  Oct.  37/1  The  argument  for  *junk  mail  is  that  sorting  re- 
quires little  time — 3ie  postman  simply  delivers  one  throwaway  to  each  home.  1967 
Economist  23  Dec.  1227/1  These  high  charges  are  necessary  to  subsidise  third  class 
bulk  mail,  often  called  'junk'  mail,  which  includes  millions  of  unsolicited  advertise- 
ments sent  out  to  lists  of  names  as  well  as  mail  order  catalogues.  1972  Edmonton 
(Alberta)  Jrnl.  26  June  5/5  Within  the  first  few  months  of  their  baby's  Ufe,  the  Dun- 
cans had  received  more  than  1,000  pieces  of  junk  mail 
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March  31,  1994 


Mr.  Lee  Stinnett 

Executive  Director 

American  Society  of  Newspaper  Editors 

11600  Sunrise  Valley  Drive 

Reston,  VA  22091 


Dear  Mr.  Stinnett: 

Regarding  your  letter  of  March  23,  I'm  glad  you  'have  become  aware*  of  our 
criticisms  of  the  newspaper  industry's  long -waged  campaign  to  disparage  in 
the  public's  eye  the  value  and  utility  of  advertising  mail.   Now,  I  hope 
you  can  help  right  a  wrong  that  has  gone  unsuitably  addressed  by  the  Fourth 
Estate  for  far  too  long. 

There  is  no  doubt  that  newspapers  have  historically  distorted  the  function, 
value,  and  economics  associated  with  advertising  mail  by  its  repeated 
reference  to  such  advertising  as  'junk  mall.'   This  distortion  is  a  result 
of  the  obvious  and  overt  competition  between  mailers  and  newspaper 
publishers  for  advertising  dollars,  a  competition  with  which  you  are  surely 
familiar. 

Let  us  start  with  the  understanding  that  there  are  no  conditions  under 
which  the  term  'junk  mail*  can  be  a  non-prejudicial  substitute  for 
'advertising  mail,'  'direct  mail,'  'third-class  mail,*  or  'bulk  mail.*   Ose 
of  the  term  'junk  mail'  presumes  that  advertising  mail  is  without  value, 
merit  or  quality  and  prejudices  any  meaningful  discussion  of  the  issues 
associated  with  it. 

When  the  term  'junk  mail*  appears  in  a  newspaper.  It  is  Immediately 
apparent  that  a  fair  and  objective  discourse  on  advertising  mall  is 
Impossible  since  the  entire  issue  already  has  been  prejudged.   In  such 
circumstances,  the  very  purpose  of  a  news  report  or  column  has  been 
distorted. 

Understand  that  we  do  not  object  to  coverage  regarding  our  industry  which 
is  unpleasant,  negative,  or  unfavorable.   The  nature  of  independent 
reporting  means  that  journalists  will  sometimes  produce  stories  which  are 
adverse  to  our  interests.   But  we  draw  the  line  when  stories  are  well 
outside  the  accepted  bounds  of  detached  journalistic  coverage:  when  'news' 
stories  accept  as  dogma  terms,  concepts,  and  logic  which  are  biased  from 
the  start;  and  when  editors  and  publishers  do  not  hold  editorial  matter 
regarding  our  Industry  to  the  same  standards  which  otherwise  apply 
throughout  a  paper. 

AMMA  Posui  Newsline.  (202)  347-0799 
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We  agree  with  the  standard  elaborated  by  Joann  Byrd,  ombudsmar.  at  The  Washington 
Post,  who  says  that  newspapers  "owe  their  readers  fairness,  balance, 
authoritative  inf onnation,  and  coverage  that  is  accurate,  reliable  and  complete" 
(June  28,  1992).   And  since  we  agree  with  Ms.  Byrd,  we  wonder  why  it  is  that  so 
many  materials  which  use  the  term  'junk  mail"  have  magically  made  their  way  into 
print. 

You  cite  the  Oxford  English  Dictionary  as  justification  for  the  use  of  this  term, 
and  you  state  that  the  first  known  use  of  the  term  "junk  mail'  was  published  by 
the  Reader's  Digest  in  October  1954.  As  excellent  an  etymological  source  as  the 
Oxford  is,  it  is  not  the  final  arbiter  of  all  things  linguistic. 

Second,  there  is  an  extensive  history  which  describes  the  competition  between 
nailers  and  publishers  as  well  as  how  the  term  "junk  mail'  has  been  used  and 
popularized  by  newspapers  as  a  weapon  to  disparage  our  industry.   For  your 
records,  we  are  enclosing  a  copy  of  "Origins  of  the  Junk-Mail  Controversy:  A 
Media  Battle  over  Advertising  and  Postal  Policy'  by  Richard  B.  Kielbowicz  of  the 
University  of  Washington.   This  article,  including  71  citations,  can  be  found  in 
the  Journal  of  Public  History  {Vol.  5,  No.  2,  1993),  a  publication  produced  by 
the  Pennsylvania  State  University  Press. 

Professor  Kielbowicz  noted,  on  page  254,  that: 

In  1947,  S579  million  was  spent  on  direct  mail,  growing  to  SI. 42 
billion  ten  years  later.   ANPA  warned  its  members  that  some  retailers 
were  switching  from  newspapers  to  patron  mail.   To  make  matters 
worse,  patron  mail  was  inaugurated  at  a  time  when  newspapers  saw 
their  advertising  revenues  threatened  from  another  quarter  -- 
television  --  which  siphoned  off  national  ads.   Newspapers  could  do 
little  to  curb  the  burgeoning  television  industry.   But  direct  mail 
was  another  matter. 

Newspapers  retaliated  by  attacking  direct  mail's  value  in  print  and 
before  postal  ratemakers,  wielding  the  term  "junk  mail"  regularly  for 
the  first  tir.e . 

Later,  on  page  262.  Professor  Kielbowicz,  states  that,  "not  until  newspapers 
discovered  a  major  use  for  third-class  mail  in  the  1970s  did  some  segments  of  the 
industry  tone  down  their  attacks  on  junk  mail." 

During  ratemaking  sessions  before  the  PRC,  explains  Kielbowicz  (page  267): 

...publishers  claimed  that  they  spoke  for  a  public  weary  of 
unsolicited  advertising  circulars  flooding  mailboxes  --  mail  that 
paid  a  fraction  of  letter  postage.   Editorial  writers  endorsed  the 
notions  of  historically  approved  "proper  rate  relationships'  in 
castigating  junk  mail.  Behind  the  scenes,  publishers  buttonholed 
lawmakers  to  complain  about  junk  mail  and  supported  formal  lobbying 
by  their  trade  groups.' 

We  have  no  doubt  that  publishers,  being  rational,  have  a  common  interest  in 
promoting  their  product.   As  to  what  those  interests  Slight  be,  the  evidence  is 
clear:   a  survey  of  227  publishers  found  that  "sixty  percent  named  direct  mail  as 
the  biggest  threat"  ("Newspapers  expect  ad  rebound  in  "92,"  USA  Today,  September 
19.  1991). 

A  cynic  would  ask:   ~oes  anyone  deny  that  editors  serve  at  the  pleasure  of  their 
publishers?  Does  anyone  deny  that  editors  set  the  reportorial  tone  for  their 
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papers?  Are  journalists  so  independent  that  they  will  stand  up  and  defy  the 
baseline  financial  interests  of  their  publishers?   Are  we  to  believe  that 
reporters  are  unaware  of  the  declining  market  penetration  their  products  command? 
Does  anyone  think  that  reporters  do  not  understand  that  a  newspaper  with  reduced 
market  penetration  is  also  a  paper  with  a  smaller  news  hole  and  less  need  for 
professional  journalists? 

In  response  to  the  cynics,  we  write  to  newspapers  because  we  have  enormous  faith 
in  the  independence,  and  professionalism  of  our  nation's  editors  and  reporters. 
Despite  the  manifest  interest  of  publishers  to  denigrate  advertising  mailers,  we 
have  consistently  found  that  reporters  are  willing  to  hear  our  views,  willing  to 
consider  our  perspective,  willing  to  check  the  facts,  and  willing--once  made 
aware  that  there  is  a  second  side  in  the  mailer/publisher  squabble--to  develop 
balanced  stories. 

But  we  must  face  the  reality  that  for  decades  misinformation,  disinformation,  and 
outright  lies  regarding  our  industry  have  been  broadcast  repeatedly  to  the  point 
where  they  have  obtained  the  status  of  "truth."   It  is,  and  it  has  been, 
enormously  difficult  for  us  to  counter  decades  of  deception  and  fabrication. 
Many  editors  and  reporters  use  the  term  'junk  mail"  without  knowing  its  history 
and  without  recognizing  the  inherent  conflict-of-interest  use  of  the  term 
represents.   But,  inevitably,  the  word  has  begun  to  spread. 

People  increasingly  understand  that  at  a  tisie  when  global  competition  threatens 
American  jobs,  mail  employs  more  than  3.5  million  people  nationwide.   People  see 
that  they  like  the  convenience,  value,  and  choice  represented  by  mail.   The  32 
million  people  in  this  country  who  use  a  language  other  than  English  each  day 
like  the  fact  that  merchants,  causes,  and  charities  speak  their  language,  no 
matter  what  language  they  speak.  When  told  that  revenues  and  donations  worth 
more  than  S220  billion  are  generated  each  year  through  the  mails,  people  are  not 
surprised  since  it  is  their  preferences  and  choices  which  power  the  use  of 
advertising  mail. 

People  see  that  environmental  groups  are  major  users  of  direct  mail.   When  asked 
if  Greenpeace  was  contributing  to  the  nation's  environmental  problems  because  the 
organization  uses  advertising  mail.  Peter  Bahouth.  Greenpeace's  executive 
director,  told  ABC  News  (September  10,  1991)  that  "accusing  environmental  groups 
of  paper  pollution  is  a  bit  like  saying  we  need  to  get  the  ambulances  off  the 
street  because  they're  loud." 

And  yet,  despite  the  effort  to  engage  in  a  reasonable  and  rational  look  at  the 
issues  which  impact  our  industry,  despite  the  growing  recognition  among  reporters 
and  editors  that  our  industry--like  most  others--has  its  pros  and  cons,  we  still 
see  the  same  old  stories  finding  their  way  into  print. 

We  read  that  first-class  mailers  subsidize  advertising  mail.  We  don't  read  that 
it  is  against  federal  law  for  one  class  of  mail  to  subsidize  another,  or  to  pay 
less  than  its  full  share  of  postal  costs. 

We  read  that  mail  represents  two  percent  of  all  "municipal  solid  waste"  with  the 
implication  that  mail  is  clogging  the  nation's  landfills.   But  we  don't  read  that 
"municipal  solid  waste"  is  less  than  two  percent  of  the  nation's  non-hazardous 
waste  stream  (so-called  Subtitle  D  waste),  and  no  one  says  that  local  landfills 
include  far  more  than  municipal  solid  waste  (MSV) .  As  EPA  reported  in  the  1992 
update  of  its  study.  Characterization  of  Municipal  Solid  Waste  in  The  United 
States.  1992  Update,  "it  has  been  common  practice  to  landfill  wastes  such  as 
municipal  sludge,  nonhazardous  industrial  wastes,  fluff  from  automobile  salvage 
operations,  and  construction  and  demolition  wastes  along  with  MSV.",  but  these  and 
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kinds  of  wastes  are  not  included  in  the  estimates  presented  in  this  report" 
.alios  theirs).   In  other  words,  mail  is  substantially  less  than  two 


percent  of  local  landfill  content. 

Somehow  we  never  see  a  debate  as  to  whether  or  not  newspapers  should  be 
subsidized  by  curbside  collections  funded  by  taxpayers,  or  whether  such 
collections  should  be  underwritten  by  the  newspaper  industry  itself.  We  rarely 
se»  articles  which  point  out  that  even  after  collection  and  recycling,  the  volume 
of  newspapers  deposited  in  the  nation's  landfills  is  twice  as  large  as  the  volume 
of  mail  deposits--?. 4  million  tons  versus  3.6  million  tons  (see  page  2-5  of  EPA's 
rharacterization  of  Municipal  Solid  Waste  in  The  United  States.  1992  Update). 

We  rarely  see  stories  which  look  at  mail  within  the  overall  waste  stream.   For 
example,  EPA's  Report  To  Coneress.  Solid  Waste  Disposal  in  the  United  States, 

(Volume  I,  Page  11),  states  that  total  solid  waste  production  in  this  country, 

so-called'subtitle  D  waste,  amounts  to  more  than  11.3  billion  tons  annually. 
Mail--assuming  that  none  is  made  from  recycled  materials  and  that  none  is 
recycled  after  use--amounts  to  3.8  million  tons  of  material,  less  than 
4/10,O0Oths  of  the  national  waste  stream. 

We  see  stories  which  say  that  mail  is  -unsolicited,'  but  somehow  we  never  find 
out  who  solicits  advertising  on  radio  or  television,  or  in  newspapers  or 
magazines.   When  there  are  calls  to  limit  advertising  mail,  we  never  hear  whose 
advertising  mail  should  be  limited.   Should  it  be  churches  and  synagogues? 
Senators  and  representatives?   Minority  businesses?   Charities  and  causes? 

We  read  that  hardware  circulars  and  supermarket  supplements  sent  by  mail  are 
unwanted  and  unsolicited  "junk  mail,"  but  the  very  same  materials,  by  the  very 
same  advertisers,  produced  by  the  very  same  printers  are  somehow  purified  when 
inserted  into  a  newspaper.   No  one  asks  how  this  wondrous  transformation  occurs, 
though  we  are  certain  the  answer  must  be  fascinating. 

We  see  case  after  case  where  anti-mail  entrepreneurs  receive  endless  and  fawning 
coverage,  where  the  addresses  of  these  commercial  enterprises  are  printed  and 
reprinted.   But  while  our  industry  operates  a  well-respected  system  to  delete 
mailing  list  names,  where  is  the  parallel  system  operated  by  newspapers  to  reduce 
the  number  of  inserts  in  Sunday  editions? 

Media  stories  routinely  fail  to  mention  that  unlike  newspapers,  recipients  do  not 
pay  for  advertising  mail.  The  cost  and  risk  of  sending  an  advertisement  by  mail 
is  born  by  mailers  and  not  subscribers,  reason  enough  to  drop  the  name  of  anyone 
who  does  not  want  information  regarding  a  particular  product,  service,  charity  or 
cause. 

If  advertising  by  mail  is  so  offensive,  how  come  small  businesses  and  large  ones 
increasingly  turn  to  advertising  mail?   Why  is  it  that  more  publications  do  not 
admit  the  baseline  truth,  that  advertising  mail  is  a  targeted,  effective, 
cost-efficient  marketing  tool?  Why  is  it  that  newspaper  stories  do  not 
acknowledge  the  reality  known  on  Madison  Avenue  and  Main  Street,  the  fact  that 
■Direct  mail  exists  because  it  works?   It  generates  response  rates  from  the 
public  that  are  tens,  hundreds,  and  even  thousands  of  times  better  than  ads  in 
newspapers  or  on  TV"  (£  Maeazine .  November/December). 

We  see  stories  which  routinely  compare  the  price  of  first-class  mail  and 
third-class  mail.   But  somehow  such  reports  rarely  mention  that  third-class 
postage  costs  less  because  mailers  are  required  to  do  much  of  the  work  nonnally 
done  by  the  Postal  Service.  While  anyone  can  drop  a  hand-addressed  letter 
without  a  ZIP  code  into  a  corner  mailbox  for  pick-up  by  a  letter  carrier,  mailers 
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must  sort  their  mail  to  facilitate  more  efficient  processing  and  distribution  and 
then  present  their  mail  for  entry  at  specifically  designated  postal  facilities. 
Third-class  mail  is  not  sealed  against  inspection  and  it  has  the  lowest  delivery 
priority  of  all  mail.   In  effect,  the  services  provided  to  mailers  vary,  as  do 
the  prices  charged  by  the  Postal  Service. 

We  read  that  it  takes  1.5  trees  to  supply  the  "average  person"  with  advertising 
mail  each  year.   Somehow,  no  one  mentions  that  trees  are  a  renewable  resource 
grown  on  tree  farms,  or  that  the  very  same  trees  used  to  make  mail  are  also  used 
to  make  newspapers  and  magazines. 

We  wonder  why  such  "statistics"  are  repeated  when  a  few  mnutes  with  a  calculator 
would  prove  that  such  figures  are  absurd.   If  there  are  3.8  million  tons  of 
advertising  mail  distributed  each  year,  and  if  there  are  roughly  250  million 
people  in  this  country,  then  the  "average  person"  must  receive  mail  weighing  30.4 
pounds --assuming  that  no  mail  is  made  from  recycled  materials  and  no  mail  is 
recycled  after  use.   If  30. A  pounds  of  mail  equals  1.5  trees,  then  the  average 
tree  must  produce  pulp  weighing  just  20.26  pounds  (3.8  million  tons  equals 
7,600,000,000  pounds  and  7.6  billion  pounds  divided  by  250  million  equals  30.4.) 
Who  knows,  perhaps  a  secret  cache  of  midget  trees  has  been  reserved  for  mailers, 
but  somehow  we  doubt  it. 

AMMA  will  continue  to  debate,  contest,  and  dispute  each  and  every  instance  of 
editorial  bias  that  we  uncover.   We  will  speak  with  editors  and  reporters 
nationwide,  and  we  will  tell  our  story.   We  do  not  expect  that  everyone  will 
agree  with  us  on  every  issue,  but  we  do  expect  newspapers  to  cover  our  industry 
in  the  same  manner  and  with  the  same  editorial  independence  that  characterizes 
the  coverage  of  other  industries,  including  those  which  do  not  compete  with 
publishers  for  advertising  dollars. 

We  recognize  that  your  letter  of  March  25th  embodies  serious  issues  and  we  are 
pleased  to  respond.   We  are  attaching  a  copy  of  this  letter  on  disk  and  in  an 
ASCII  format  so  that  it  can  be  reproduced--in  its  entirety  --  for  your 
membership. 

I  appreciate  your  raising  this  matter  with  me.   If  you  have  any  questions  about 
this  letter  or  the  information  I've  enclosed,  please  don't  hesitate  to  contact 


AMMA  Board  of  Directors 

Larry  Franklin,  Harte-Hanks  Communications,  Inc. 

Board  of  Governors,  U.S.  Postal  Service 

Postal  Rate  Commission 

Chairman,  House  Post  Office  &  Civil  Service  Committee 

Chairman,  Senate  postal  subcommittee.  Governmental  Affairs  Com. 
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Miss  Collins.  Thank  you  very  much. 

And  the  Chair  really  appreciates  the  summarizing  that  you  did 
from  this  large  report,  but  the  entire  report  will  be  entered  for  the 
record. 

Next,  Mr.  Stephen  Bair,  chairman.  Postal  Committee  of  the  Asso- 
ciation of  American  Publishers. 

Mr.  Bair. 

Mr.  Bair.  Thank  you.  Madam  Chair.  We  are  happy  to  be  here 
again,  and  I'm,  as  you've  indicated,  the  chairman  of  the  Postal 
Committee  of  the  Association  of  American  Publishers,  the  AAP, 
and  I'm  also  a  senior  VP  of  Time-Life  across  the  river  in  Alexan- 
dria. 

We'd  like  to  address  two  issues  this  morning,  postal  rates  and  re- 
classification, and  I'll  try  and  be  very  brief. 

On  postal  rates,  we  commend  the  Postal  Service's  efforts  in  the 
recently  filed  case  to  hold  postal  rate  increases  down  and  to  work 
constructively  with  mailers.  If  accepted  by  the  Commission,  the 
Postal  Service's  proposal  will  help  to  confirm  the  success  of  the 
very  painful  restructuring  measures  that  the  Postal  Service  has 
taken,  and  it  also  demonstrates  the  Postal  Service's  responsiveness 
to  its  mailing  customers. 

But  perhaps  more  importantly  from  our  perspective,  if  there's  a 
successful  settlement  of  the  rate  case  and  acceptance  by  the  Rate 
Commission  of  the  proposals,  it  will  demonstrate  that  current  post- 
al ratemaking  can  work. 

I've  previously  testified  before  this  committee  about  the  need  for 
reform  of  the  ratemaking  process  because  it's  become  increasingly 
cumbersome  and  expensive  and  ultimately  unresponsive  to  the 
needs  of  mailers  and  the  Postal  Service,  and  I'm  pleased  to  note 
that  the  Postal  Service  has  now  done  its  part  within  the  current 
system  to  address  at  least  partially  these  problems.  The  question 
now  is  how  the  Commission  and  intervenors  will  respond  to  the 
Postal  Service's  proposals.  If  a  settlement  can  be  achieved  and  en- 
dorsed by  the  Commission,  then  Congress'  vision  of  a  Postal  Serv- 
ice Rate  Commission  partnership  may  yet  be  achieved.  On  the 
other  hand,  if  the  proposals  become  mired  in  costly  litigation  or  are 
substantially  changed  by  the  Commission,  it  will,  unfortunately,  be 
clear  that  the  current  system  can't  work  and  that  reform  will  be 
necessary. 

We  note  in  passing  our  disappointment,  the  AAP's  disappoint- 
ment, with  the  proposed  increase  in  library  rate,  where  a  73-per- 
cent increase  has  been  requested.  We  regret  that  a  rate  used  for 
the  dissemination  of  educational  materials  would  rise  so  precipi- 
tously and  we've  been  working  with  the  Post  Office  to  confirm  that 
a  basis,  a  factual  basis  for  this  increase  really  does  exist.  Neverthe- 
less, because  of  our  commitment  to  help  make  the  current  rate- 
making  system  work,  we  support  settlement  of  the  rate  case  and 
the  Postal  Service's  proposals. 

And  my  other  point  with  regard  to  reclassification,  we  under- 
stand that  the  Postal  Service  is  preparing  changes  to  the  mail  clas- 
sification schedule  that  will  affect  every  class  of  mail,  and  here,  too, 
the  Postal  Service  has  been  seeking  mailers'  advice.  As  we  under- 
stand it,  the  general  bases  for  the  reclassification  efforts  are  eco- 
nomic and  business  principles  and  not  content.  This  reclassification 
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initiative  will  also  be  a  significant  test  of  whether  the  current  sys- 
tem can  be  made  to  work  satisfactorily.  We  endorse  the  Service's 
decision  to  obtain  input  from  mailers  and  its  effort  to  develop  prod- 
ucts and  services  that  will  meet  the  increasingly  competitive  condi- 
tions that  it  faces,  and  we  await  the  actual  proposal. 

We  are,  obviously,  concerned  about  the  implication  of  the  Com- 
mission's rejection  last  year  of  the  Service's  proposal  for  a  new  bulk 
small  parcel  service.  This  innovative  proposal  was  the  product  of 
Postal  Service-mailer  cooperation,  and  yet  the  Commission  treated 
that  aspect  of  the  proposal  as  irrelevant,  and  the  Commission  ap- 
peared to  propose  a  rigid  new  test  for  any  new  classification.  The 
AAP  hopes  that  the  Commission  will  be  more  responsive  to  mailers' 
needs  when  the  reclassification  initiative  is  presented. 

And  one  final  concern  about  reclassification,  we  continue  to  be- 
lieve that  the  public  interest  goals  of  the  Postal  Service  remain  im- 
portant as  we  work  to  ensure  that  the  Postal  Service  improves  its 
efficiency.  Congress  has  long  recognized  this  and  requires  that  edu- 
cational, scientific,  cultural,  and  informational  value  of  mail  matter 
should  be  one  of  the  criteria  that  guides  decisions  that  bear  upon 
postal  rates.  AAP  believes  that  the  importance  of  the  Postal  Service 
to  the  dissemination  of  books  and  other  educational  materials 
should  remain  a  factor  guiding  postal  policy  rates  and  classifica- 
tion. 

On  behalf  of  the  AAP,  we  thank  the  committee  for  this  oppor- 
tunity and  I'll  be  happy  to  answer  any  questions. 

[The  prepared  statement  of  Mr.  Bair  follows:] 

Prepared  Statement  of  Stephen  Bair,  Chairman,  Postal  Committee  of  the 
Association  of  American  Publishers 

My  name  is  Stephen  L.  Bair.  I  am  Chairman  of  the  Postal  Committee  of  the  Asso- 
ciation of  American  Publishers  (AAP).  I  am  also  Senior  Vice  President,  Law  and 
Business  Affairs  of  Time-Life,  Inc.  AAP  appreciates  the  opportunity  to  present  its 
views  to  the  Committee  on  issues  affecting  the  future  of  the  Postal  Service. 

AAP  is  a  national  association  of  book  publishers.  It  has  over  250  members  which 
encompass  large  and  small  publishing  houses,  as  well  as  university,  religious  and 
nonprofit  publishers.  AAP's  members  use  all  classes  of  mail,  but  they  particularly 
use  Fourth  Class-Bound  Printed  Matter.  Special  Rate  Fourth,  and  Library  Rate — 
to  distribute  books  and  other  educational  materials  to  customers  and  the  public.  We 
actively  participate  in  postal  rate  cases  and  other  proceedings  before  the  Postal  Rate 
Commission.  We  have  a  strong  interest  in  an  efficient  and  economically  viable  Post- 
al Service. 

I  would  like  to  address  two  areas:  (1)  postal  rates  and  (2)  plans  for  revamping 
mail  classifications. 

POSTAL  rates 

As  you  are  well  aware,  the  Postal  Service  has  filed  a  request  for  a  recommended 
decision  from  the  Postal  Rate  Commission  on  new  postal  rates  and  fees.  This  rate 
case  filing,  however,  is  substantially  different  from  prior  filings.  It  represents  an  ef- 
fort by  the  Postal  Service,  after  constructively  seeking  input  from  mailers,  to  hold 
down  postal  rate  increase  while  preserving  its  financial  integrity.  Under  the  Postal 
Service's  proposal,  most  classes  of  mail  would  receive  a  10.3  percent  increase,  and 
the  rates  for  other  classes  of  maU  would  rise  only  to  cover  their  attributable  costs, 
as  required  by  statute.  The  Postal  Service  has  invited  the  parties  that  typically  in- 
tervene in  postal  rate  cases  to  enter  into  a  settlement  that  would  avoid  the  usual 
litigation  before  the  Commission  and  permit  the  prompt  consideration  of  the  Postal 
Service's  proposals  by  the  Commission. 

AAP  wishes  to  commend  the  Postal  Service's  efforts.  This  approach,  if  accepted 
by  the  Commission,  will  help  to  confirm  the  success  of  the  restructuring  efforts  that 
the  Postal  Service  and  Postmaster  General  Runyon  have  taken  to  improve  the  com- 
petitiveness and  financial  condition  of  the  Postal  Service  and  provide  further  incen- 
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tives  for  the  control  of  the  Postal  Service's  costs.  The  rate  case  filing  recognizes  the 
significant  long-term  competitive  threats  to  the  Postal  Service  from  new  communica- 
tions media  and  alternative  delivery  systems.  It  also  demonstrates  the  Postal  Serv- 
ice's responsiveness  to  its  mailing  customers.  Postal  rates  represent  a  substantial 
portion  of  tJie  cost  of  doing  business  for  AAPs  members  and  other  mailers.  The  re- 
straint the  Postal  Service  has  shown  in  proposing  new  rates  will  help,  rather  than 
hinder,  the  health  of  the  economy  as  it  emerges  from  the  recession  of  the  past  sev- 
eral years. 

Perhaps  most  importantly,  if  there  is  a  settlement  in  whole  or  in  substantial  part 
of  the  rate  case  and  acceptable  by  the  Commission  of  the  Posted  Service's  proposals, 
it  will  demonstrate  that  the  ciurent  postal  ratemaking  process  can  work.  It  will  be 
a  unique  and  important  development  showing  the  possibility  and  benefits  of  co- 
operation, instead  of  confrontation,  in  postal  ratemaking. 

In  1992  and  1993,  I  testified  about  the  need  for  reform  of  the  postal  ratemaking 
process  because  it  had  become  increasingly  unresponsive  to  the  need  of  mailers  and 
to  a  vital  and  efficient  Postal  Service.  AAP  and  other  organizations  representing 
mailers  feared  that,  without  reform,  the  next  postal  rate  case  would  result  in  the 
costly  re-Utigation  of  the  same  costing  and  pricing  issues  before  the  Commission  and 
the  courts  and  the  usual  failure  of  proposals  of  mailers  and  the  Postal  Service  to 
improve  its  efficiency  and  attractiveness  to  mailers.  The  Postal  Service,  I  am 
pleased  to  say,  has  done  its  part  within  the  current  system  to  address  these  prob- 
lems with  its  rate  case  fiUng  and  invitation  to  settlement.  The  question  now  is 
whether  the  Commission  and  intervenors  will  be  responsive  to  the  Postal  Service's 
proposals. 

Indeed,  it  is  not  too  much  to  say  that  this  rate  case  is  a  test  of  whether  the  cur- 
rent ratemaking  process  can  continue  to  work  or  whether  it  must  be  substantially 
reformed.  If  a  complete  or  substantially  complete  settlement  can  be  achieved  and 
endorsed  by  the  Conunission,  then  Congress'  vision  of  the  Postal  Service  and  the 
Commission  working  in  partnership  may  yet  be  realized.  If  the  Postal  Service's  pro- 
posals become  mired  in  costly  Utigation  or  are  substantially  altered  by  the  Commis- 
sion, however,  it  will  regrettably  be  clear  that  the  current  system  cannot  work  and 
that  reform  along  the  Unes  of  the  report  of  the  Joint  Task  Force  on  Postal  Rate- 
making  and  my  previous  testimony  before  this  Committee  will  be  necessary. 

I  would  note  AAFs  disappointment  that  one  element  of  the  Postal  Service's  pro- 
posals is  an  increase  of  approximately  73  percent  in  the  Library  Rate.  It  is  unfortu- 
nate that,  in  a  rate  case  filing  which  seeks  to  hold  down  postal  rate  increases,  a 
rate  used  for  the  dissemination  of  educationsd  materials  to  schools,  colleges,  univer- 
sities, libraries  and  other  educational  institutions  would  rise  so  astronomically.  The 
Postal  Service  has  stated  that  this  increase  is  owing  solely  to  an  increase  in  attrib- 
utable costs  for  the  Library  Rate.  We  have  been  working  with  the  Postal  Service 
to  determine  whether  flaws  or  anomalies  in  data  collection  might  account  for  this 
inexplicable  increase.  Nonetheless,  AAP  supports  settlement  of  the  rate  case  and  the 
Postal  Service's  proposals.  It  is  a  measure  of  our  commitment  to  make  the  current 
ratemaking  system  work  that  we  would  do  so  in  the  face  of  this  proposed  increase. 

RECLASSIFICATION 

The  Postal  Service  has  informed  the  parties  in  the  pending  rate  case  that  it  is 
considering  reforms  of  the  mail  classification  schedule  that  would  fundamentally  af- 
fect every  class  of  mail.  It  has  further  indicated  that  it  is  unHkely  that  a  request 
for  classification  changes  will  be  filed  before  September  of  this  year.  The  Postal 
Service  has  constituted  an  ad  hoc  committee  of  mailers  to  provide  advice  and  input 
on  the  reclassification  initiative.  As  we  understand  it,  the  general  bases  for  the  re- 
classification efforts  are  economic  and  business  principles  and  not  content. 

Again,  AAP  beheves  that  the  reclassification  initiative  will  be  a  significant  test 
of  whether  the  cturent  system  can  be  made  to  work  satisfactorily.  We  applaud  the 
Postal  Service's  decision  to  obtain  input  from  mailers  and  its  efforts  to  develop  prod- 
ucts and  services  that  meet  the  increasingly  competitive  conditions  that  it  faces  and 
the  economic  needs  of  mailers.  A  package  of  classification  reforms  on  this  basis  that 
is  endorsed  expeditiously  by  the  Commission  wUl  demonstrate  that  the  current  sys- 
tem can  improve  the  Postal  Service's  productivity  while  preserving  its  accountabil- 
ity. .      . 

On  this  score,  we  are  troubled  by  the  implications  of  the  Commission's  rejection 
last  year  of  the  Postal  Service's  proposal  for  a  new  Bulk  Small  Parcel  Service.  This 
innovative  proposal  was  the  product  of  Postal  Service-mailer  cooperation.  Yet,  the 
Commission  treated  that  aspect  of  the  proposal  as  irrelevant  and  appeared  to  pose 
a  test  for  new  classifications  that  is  quite  rigid.  AAP  hopes  that  the  Commission 
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will  be  more  responsive  to  classification  proposals  that  meet  mailers'  needs  when 
the  reclassification  initiative  is  presented. 

We  wish  to  raise  another  concern  as  the  reclassification  initiative  proceeds.  As  I 
stated  in  my  testimony  two  years  ago,  it  is  important  that  the  public  interest  goals 
of  the  Postal  Service  should  not  be  lost  as  we  work  to  ensure  that  the  Postal  Service 
remains  an  efficient  enterprise.  Congress  has  long  recognized  this  dimension  of  the 
Postal  Service's  mission,  and  for  that  reason,  mandated  that  the  educational,  sci- 
entific, cultviral  and  informational  value  of  mail  matter  should  be  one  of  the  criteria 
that  guide  Commission  decisions  that  bear  upon  postal  rates.  Thus,  AAP  believes 
that  this  content  aspect  should  not  be  diminished  or  lost  as  reclassification  propos- 
als are  formulated  and  reviewed.  The  promotion  of  literacy  and  educational  im- 
provement are  important  public  policy  goals.  The  importance  of  the  Postal  Service 
to  the  dissemination  of  books  and  other  educational  materials  should  remain  as  a 
factor  guiding  postal  policy,  rates  and  classifications. 

We  believe  that  the  Postal  Service  is  cognizant  of  the  importance  of  this  consider- 
ation and  expect  that  it  will  be  reflected  in  the  reclassification  proposals  that  ulti- 
mately take  shape.  Beyond  this  observation,  we  believe  it  premature  to  comment 
further  on  the  reclassification  initiative  other  than  to  reiterate  that  it  holds  the 
promise  of  demonstrating  that  the  current  system  can  be  made  workable.  Its  failure 
would  again  be  a  sign  that  legislative  overhaul  of  the  system  is  necessary. 

Miss  Collins.  Thank  you  very  much,  Mr.  Bair. 

Our  third  paneHst  is  Mr.  David  Todd,  counsel  for  the  Mail  Order 
Association  of  America. 

Mr.  Todd.  Thank  you.  Madam  Chair. 

The  MOAA  is  a  large  user  of  first-,  third-,  and  fourth-class  mail 
and,  as  such,  is  particularly  interested  that  the  Postal  Service  be 
structured  in  a  way  which  well  serves  the  interests  of  all  mailers. 
There  is  a  particular  concern  for  catalog  rates,  third-class  catalogs 
and  fourth-class  catalogs,  which  have  suffered  particular  large  rate 
increases  in  recent  years. 

It  is  in  part  for  that  reason  that  MOAA  was  pleased  and  sup- 
ports the  10.3-percent  rate  increase  which  has  been  proposed  by 
the  Postal  Service.  This  proposal,  as  is  clear  from  this  morning's 
comments,  enjoys  broad  support  from  mailers  in  all  classes  of  mail. 

And  as  was  stated  by  Mr.  Del  Polito  this  morning,  it  really  is  a 
remarkable  proposal  from  the  Postal  Service,  representing  the  first 
time  that  rate  increases  are  being  proposed  that  are  below,  not  well 
above,  the  rate  of  inflation.  Certainly,  the  Postal  Governors  and 
postal  management  should  be  commended  for  the  strength  and  the 
determination  to  make  this  proposal,  which  can  only  be  interpreted 
as  a  continuing  commitment  to  maintain  a  Postal  Service  which 
does  not  price  itself  out  of  existence  and  which  continues  to  be  rel- 
evant to  today's  marketplace. 

MOAA  also  believes  that  it  is  essential  that  the  time  that  is 
bought  by  this  increase,  which  is  designed  to  last  for  2  years,  be 
used  for  the  classification  reform  that  is  urgently  needed.  The  fact 
is  that  well-prepared,  low-cost  mail  has  overpaid  for  many  years 
and  that  problem  has  not  been  solved  to  date.  It  needs  to  be  solved. 

MOAA  is  encouraged  by  the  statements  that  were  made  by  Post- 
master Greneral  Runyan  before  this  committee  on  April  14  in  which 
in  part,  quoting  from  him,  he  stated  that  the  Postal  Service  is  com- 
mitted to  prices  "which  are  tied  more  closely  to  costs  and  market 
factors."  That  is  precisely  the  direction  that  the  Postal  Service 
should  be  moving,  and  MOAA  is  encouraged  by  the  Postmaster's 
commitment  to  that  goal  before  this  committee,  and  also  with  re- 
spect to  postal  management,  the  work  that  has  been  done  with 
mailers,  both  MOAA  and  many  other  organizations,  in  trying  to 
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bring  about  a  classification  reform  that  serves  the  needs  of  all 
mailers. 

You  have,  in  the  letter  asking  for  our  testimony,  asked  for  our 
comments  concerning  postal  finances.  I  would  repeat  that  the  10.3- 
percent  rate  increase  which  has  been  proposed  does,  in  MOAA's 
view,  demonstrate  a  commitment  by  postal  management  to  live 
within  its  means. 

I  think  it  should  also  be  stated,  however,  that  some  of  the  finan- 
cial difficulties  which  the  Postal  Service  faces  today  have  been  the 
result  of  congressional  actions.  Large  amounts  of  interest  payments 
have  been  required  to  be  paid  by  the  Postal  Service,  amounts  of 
money  that  were  never  contemplated  at  the  time  the  Postal  Reor- 
ganization Act  was  put  into  place. 

Additionally,  the  cost  of  nonprofit  mail  which  the  Congress  has 
mandated,  but,  nevertheless,  been  unwilling  to  fund,  with  the  net 
result  that  the  Postal  Service  has  lost  hundreds  of  millions  of  dol- 
lars of  revenue  to  its  detriment  and  certainly  to  the  detriment  of 
other  mailers  who  have  had  to  pay  these  costs. 

We  recognize  that  a  compromise  has  been  struck  whereby  the 
issue  of  revenue  foregone  has  been  resolved,  and  we  hope  at  least 
for  the  foreseeable  future.  Nevertheless,  I  think  it  important  to  rec- 
ognize that  this  compromise  continues  to  impose  upon  mailers  huge 
amounts  of  cost  which  are,  in  fact,  in  the  nature  of  public  service 
costs,  but  instead  have  been  visited  upon  the  businesses  for  whom 
mail  is  a  vital  factor.  It  in  truth  is  a  tax,  as  it  was  characterized 
by  Postmaster  General,  and  remains  a  tax. 

With  respect  to  postal  reorganization,  I  do  think  it  clear  that  it 
is  time  to  revisit  at  least  the  classification  portions  of  the  act.  The 
Postal  Service  has  stated  it  needs  more  freedom  to  quickly  and  re- 
sponsibly meet  the  needs  of  mailers,  and  MOAA  believes  that  that, 
in  fact,  is  accurate. 

The  recent  action  by  the  Postal  Rate  Commission  with  respect  to 
the  bulk  small  parcel  case  certainly  indicates  and  illustrates  the 
difficulties  that  have  arisen.  Despite  the  fact  that  this  proposal, 
which  was  prepared  in  close  cooperation  with  mailers,  would  have, 
in  fact,  allowed  the  Postal  Service  to  more  adequately  meet  the 
needs  of  its  parcel  mailers,  it  was  rejected  by  the  Postal  Rate  Com- 
mission, which  MOAA  regards  as  most  regrettable  and  a  real  set- 
back for  the  kinds  of  classification  reforms  that  should  be  taking 
place. 

Finally,  with  respect  to  the  Postal  Service's  future,  there  cer- 
tainly are  ominous  signs.  The  Postal  Service  must  concern  itself 
with  meeting  the  needs  of  today's  market. 

One  of  the  things  we  agree  with,  and  it  has  been  said  by  a  num- 
ber of  people  this  morning,  is  that  the  core  strength  of  the  Postal 
Service  is  its  delivery  network.  We  believe  that  the  Postal  Service 
in  its  planning  for  the  future  should  build  its  future  around  this 
core  delivery  network,  which  is  going  to  remain  necessary  for  all 
American  mailers  for  any  foreseeable  future  and  which  it  is  essen- 
tial be  preserved,  so  that  it  can  meet  the  needs  of  all  mailers. 

Thank  you,  Madam  Chair.  We  appreciate  this  opportunity  to 
present  MOAA's  views. 

[The  prepared  statement  of  Mr.  Todd  follows:] 
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Prepared  Statement  of  David  Todd,  Counsel,  Mail  Order  Association  of 
America 

I  am  David  C.  Todd,  Counsel  for  the  Mail  Order  Association  of  America  (MOAA). 
The  members  of  MOAA  make  extensive  use  of  first-,  third-  and  fourth-class  mail 
and,  in  common  with  thousands  of  businesses,  are  heavily  dependent  upon  the  Post- 
al Service  to  serve  their  customers.  Reasonably  priced  and  reliable  postal  services 
are  essential  to  properly  meet  the  needs  of  those  customers  and  all  users  of  the 
mail. 

As  this  Committee  knows,  the  Postal  Service  recently  filed  for  a  10.3  percent 
across-the-board  rate  increase  to  become  effective  in  1995.  No  increase  in  costs  in 
welcome,  particularly  increased  Postal  rates  which  in  recent  years  have  risen  dra- 
matically and  in  excess  of  the  general  rate  of  inflation.  Nevertheless,  MOAA  com- 
mends Postmaster  General  Runyon,  Postal  management  and  the  Governors  for  the 
approach  to  rates  evidenced  by  this  filing,  which  is  designed  to  ensure  no  fiuther 
rate  increases  prior  to  1997.  The  increases,  when  they  become  effective  in  1995,  will 
be  the  first  increases  in  Postal  rates  for  four  years.  This  represents  the  first  time 
in  many  years  that  Postal  rate  increases  will  be  less  than  the  general  rate  of  infla- 
tion. 

The  Postal  Service  rate  proposal  enjoys  broad  support  from  mailers  of  all  classes 
of  mail,  another  first.  This  broad  group  of  mailers  is  currently  in  the  process  of 
jointly  asking  the  Postal  Rate  Commission  to  approve  the  rate  filing  as  a  part  of 
a  negotiated  settlement  among  the  mailers.  Acceptance  of  the  joint  settlement  by 
the  Postal  Rate  Commission  would  avoid  the  protracted  and  expensive  litigation 
that  would  otherwise  take  place,  allowing  the  Postal  Service  and  the  mailers  to  con- 
centrate their  attentions  on  other  more  productive  areas. 

One  of  the  reasons  that  the  relatively  moderate  rate  proposal  is  so  important  to 
MOAA  and  many  other  mailers  is  that  the  alternative  would  have  been  the  fihng 
of  a  general  rate  case  based  upon  the  existing  and  obsolete  classification  schedule. 
We  understand  that  classification  reform  enjoys  the  support  of  Postal  Management. 
MOAA  has  and  will  continue  to  cooperate  with  the  Postal  Service  to  bring  about 
needed  changes.  The  current  classification  schedule  has  been  in  existence  for  dec- 
ades and,  despite  marginal  improvements  over  the  last  ten  to  fifteen  years,  classi- 
fications still  fail  to  reflect  the  reaUties  of  toda/s  mail  market.  It  is  essential  that 
the  time  that  will  be  gained  by  the  proposed  rate  increase  be  used  to  reform  the 
classification  schedule.  Future  rate  increases  should  be  based  upon  a  classification 
schedule  which  will  actually  permit  the  "reasonable  and  equitable"  rates  mandated 
by  the  Postal  Reorganization  Act. 

You  have  asked  for  our  views  on  Postal  finances.  Unfortunately,  the  U.S.  Con- 
gress has  been  responsible  for  some  of  the  Postal  Service's  financial  difficulties.  The 
Service  has  been  required  to  pay  retirement  costs  which  were  never  contemplated 
at  the  time  the  independent  Postal  Service  was  created,  and  even  after  having  paid 
those  costs  in  fuU,  was  later  required  to  pay  imputed  "interest"  costs.  Additionally, 
Congress  has  refused  to  appropriate  the  revenues  necessary  to  subsidize  the  below 
cost  rates  charged  to  nonprofit  mailers,  while  at  the  same  time  prohibiting  the  Post- 
al Service  from  increasing  rates  to  make  up  the  difference  in  accordance  with  the 
provisions  of  the  Postal  Reorganization  Act.  The  result  was  to  deprive  the  Postal 
Service  of  hundreds  of  millions  of  dollars  of  revenues.  We  recognize  that  these  issues 
have  now  been  resolved  and  that  at  least  some  portion  of  lost  revenues  will  be  re- 
stored to  the  Postal  Service  over  time.  Nevertheless,  past  injurious  Congressional 
actions  continue  to  place  financial  pressure  on  both  the  Postal  Service  and  mgdlers 
in  the  form  of  higher  rates. 

Mr.  Chairman,  another  issue  about  which  you  requested  our  views  is  whether 
changes  to  the  Postal  Reorganization  Act  are  needed.  At  the  heart  of  possible 
changes  is  the  rate  and  classification  provisions  of  the  Act  and  in  particular  the  way 
those  responsibiUties  are  divided  between  the  Governors  of  the  Postal  Service  and 
the  Postal  Rate  Commission.  I  think  it  accurate  to  state  that  the  divided  respon- 
sibility for  rate  and  classification  changes  reflects  the  concern  of  the  drafters  of  the 
provisions  for  a  need  by  the  Postal  Service  to  be  able  to  exert  management  control 
over  its  own  affairs  while  at  the  same  time  recognizing  that  the  Postal  Service,  as 
a  monopoly,  should  not  have  unfettered  discretion  to  set  it  over  rates.  The  result 
was  the  establishment  of  a  unique  scheme  whereby  the  Gk)vemors  both  initiate  rate 
and  classification  changes  and,  after  the  issuance  of  a  recommended  decision  by  the 
PRC,  enjoy  final  authority.  For  rates,  the  Governors'  authority  is  significantly  cir- 
cumscribed and  changes  in  the  rates  recommended  by  the  Postal  Rate  Commission 
£ire  permitted  only  upon  a  unanimous  finding  by  the  Governors  that  those  rates  will 
fail  to  produce  sufficient  revenues.  This  restriction  upon  the  Governor's  authority, 
combined  with  what  is  usually  a  compelling  desire  to  obtain  the  revenue  fit)m  high- 
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er  rates  at  the  earliest  possible  time  has,  except  in  one  case,  resulted  in  the  Postal 
Rate  Commission  having  the  final  word  on  rates. 

With  respect  to  classification  changes,  however,  the  authority  of  the  Governors  is 
not  similarly  circumscribed.  The  Governors  can  simply  reject  classification  changes 
recommended  by  the  PRC  with  no  immediate  threat  to  Postal  Service  revenues.  The 
result  has  too  often  been  a  standoff  preventing  the  making  of  needed  classification 
changes.  The  most  recent  and  egregious  example  was  the  Bulk  Small  Parcel  Service 
case  (BSPS).  The  Postal  Service,  after  extensive  consultation  with  its  mailing  cus- 
tomers, proposed  BSPS  as  a  new  class  of  parcel  service  designed  to  meet  the  needs 
of  relatively  large  volume  mailers  of  small  parcels.  The  proposal  enjoyed  the  broad 
support  of  all  but  a  small  fraction  of  parcel  mailers.  Despite  this,  the  Postal  Rate 
Commission  turned  down  the  proposal  and  instead  recommended  discounts  within 
the  existing  parcel  post  classification  at  a  level  and  subject  to  conditions  which 
made  such  discounts  useless  to  meiilers.  As  a  result,  with  the  support  of  virtually 
all  mailers,  the  Postal  Governors  rejected  the  PRC  proposal  because  it  would  not 
have  achieved  the  purposes  for  which  BSPS  was  proposed. 

The  PRC's  BSPS  decision  has  given  much  credence  to  the  fi-equent  complaint  by 
Postal  Service  management  that  the  process  of  changing  classifications  as  required 
by  the  Postal  Reorganization  Act  is  obsolete  and  prevents  Postal  Service  manage- 
ment from  properly  and  quickly  adjusting  its  services  to  meet  the  needs  of  a  chang- 
ing market.  MOAA  believes,  therefore,  that  serious  consideration  should  be  given 
to  modifying  the  Postal  Rate  Commission's  authority  over  Postal  classifications.  Al- 
though iJbere  are  serious  problems  with  permitting  the  Postal  Service  to  set  its  own 
rates  so  long  as  it  has  monopoly  power,  we  do  not  believe  that  those  considerations 
apply  to  allowing  the  Postal  Service  at  least  some  freedom  to  structure  itself  in  a 
way  to  meet  the  needs  of  its  customers.  Certainly,  the  current  near  gridlock  between 
the  Postal  Service  and  the  Postal  Rate  Commission  needs  to  be  broken  in  a  way 
which  permits  the  Postal  Service  to  meet  the  needs  of  its  customers  without  being 
frustrated  by  the  current  unresponsive  process. 

We  have  been  asked  to  address  the  role  of  the  Postal  Service  ten  years  from  now. 
This  has  been  prompted  by  widespread  concerns  that  market  changes,  including  the 
use  of  electronic  transmission  of  messages  and  the  proliferation  of  interactive  video 
systems,  might  replace  mail,  such  as  catalogs,  leading  to  a  flattening  or  even  decline 
of  Postal  Service  volumes.  Because  the  Postal  Service  is,  and  apparently  will  re- 
main, characterized  by  a  high  percentage  of  fixed  costs,  such  a  result  could  cause 
strikingly  higher  Postal  rates  for  remaining  mail  pieces.  MOAA  believes  that  this 
is  a  real  possibility,  but  also  believes  that  it  is  not  yet  possible  to  determine  the 
ultimate  effects  of  these  developments  on  postal  volumes.  This  is  not  the  first  time 
that  the  demise  of  the  Postal  Service  has  been  predicted.  Indeed,  over  the  last  twen- 
ty to  thirty  years  there  have  been  frequent  predictions  that  technological  and  other 
changes  in  the  marketplace  would  result  in  a  serious  dechne  of  Postal  volumes. 
Thus  far  they  have  not  taken  place.  Nevertheless,  MOAA  recognizes  that  the  poten- 
tial threat  is  real  and  the  Postal  Service  must  concern  itself  with  and  adapt  to  the 
threats  to  its  volumes  in  the  best  way  that  it  can. 

Whatever  may  happen  over  the  course  of  the  next  ten  years,  it  is  clear  that  the 
Postal  Service  will  remain  an  essential  part  of  the  American  economy,  serving  mil- 
lions of  customers  and  deUvering  billions  of  pieces  of  mail.  Further,  there  will  be 
a  need  for  the  foreseeable  future  for  a  nationwide  delivery  network.  That  network 
is  the  core  strength  of  the  Postal  Service  and  the  element  of  its  service  which  is 
most  difficult  for  others  to  dupUcate.  The  deUvery  network  should,  therefore,  be  the 
focus  of  all  future  classification  and  structural  changes.  This  argues  for  the 
strengthening  of  the  delivery  network  and  allowing  mailers  to  use  it  even  though 
they  may  have  no  need  to  use  other  portions  of  the  Postal  system. 

One  possibiUty  that  MOAA  believes  should  be  seriously  pursued  by  the  Postal 
Service  is  structuring  itself,  perhaps  in  cooperation  with  the  private  sector,  to  cap- 
ture a  greater  portion  of  the  parcel  market.  Although  future  voliune  trends  for  many 
types  of  mail  are  uncertain,  there  is  no  uncertainty  about  parcels.  Customers  pur- 
chasing products,  whether  it  be  through  the  mail,  by  telephone  orders  or  other  elec- 
tronic means,  will  need  to  have  those  products  delivered.  This  part  of  the  "mail"  is 
not  going  to  go  away  and  indeed  will  assviredly  grow.  Making  the  kinds  of  changes 
that  will  be  necessary  to  capture  a  greater  proportion  of  parcel  deliveries  wiU  help 
ensure  the  viability  of  the  Postal  Service. 

Thank  you,  Mr.  Chairman.  We  appreciate  the  opportunity  to  present  the  views 
of  the  Mail  Order  Association  of  America  with  respect  to  the  important  issues  which 
face  the  Postal  Service  at  this  time. 

Miss  Collins.  I  thank  you  very  much  for  your  testimony. 


273 

Mr.  Todd,  do  you  believe  that  Parcel  Post's  delivery — parcel  de- 
livery is  the  future  for  the  Postal  Service? 

Mr.  Todd.  Well,  one  thing  that  is  clear  in  what  are  varying  de- 
grees of  doomsday  predictions  about  the  Postal  Service  is  that,  un- 
less something  happens  that  I  can't  foresee,  there's  going  to  be  a 
need  to  deliver  to  addresses  parcels.  This  is  a  huge  market,  a  mar- 
ket which  gives  every  indication  of  growing,  a  market  which  in  past 
years  the  Postal  Service  has  lost  almost  entirely  to  private  competi- 
tors. 

Again,  given  the  fact  that  the  Postal  Service  needs  to  maintain 
a  nationwide  core  delivery  network,  it  makes  every  kind  of  sense 
for  the  Postal  Service  to  structure  itself  so  that  it  can  regain  a 
more  reasonable  share  of  that  parcel  market,  which  simply  isn't 
going  to  go  away. 

Miss  Collins.  Thank  you  very  much. 

Mr.  Bair,  from  a  business  standpoint  and  its  ability  to  compete, 
should  the  Postal  Service  be  concerned  with  the  content  of  the  mail 
or  just  the  handling  characteristics  of  the  mail? 

Mr.  Bair.  Well,  I  guess,  obviously,  I  have  to  respond  by  saying 
we  are  concerned  about  the  content  of  the  mail  and  the  social  obli- 
gation of  the  Post  Office  to  help  in  the  dissemination  of  this  kind 
of  material.  We  are  cognizant  of  the  economic  realities  of  presort 
and  sortation  economies,  but  we  think  there  is  an  overriding  social 
interest  here  in  treating  books,  for  example,  in  a  slightly  different 
capacity  than  bricks. 

Miss  Collins.  Okay,  thank  you. 

Mr.  Del  Polito,  you've  mentioned  in  your  testimony  that  the  Post- 
al Service  should  establish  a  commission  under  the  aegis  of  the 
Board  of  Gk)vernors,  somewhat  like  the  Capitol  Commission. 

Mr.  Del  Polito.  Yes,  Ma'am. 

Miss  Collins.  How  do  you  suggest  that  this  commission  be  start- 
ed, and  would  the  members  be  appointed  and  who  would  appoint 
them?  And  how  would  the  commission  be  funded? 

Mr.  Del  Polito.  As  we  said  in  our  testimony,  that's  only  one 
suggested  way  in  which  we  might  be  able  to  begin  this  process. 
There  are  many.  But  the  Governors  just  recently,  for  instance, 
changed  their  own  bylaws  to  allow  themselves  to  appoint  and  fund 
advisory  groups  and  advisory  committees.  So  it  certainly  is  within 
the  scope  of  their  authority  to  appoint,  charge,  and  fund  an  activity 
which  could  move  them  along,  handling  the  necessary  preliminary 
work  that  must  be  done  in  order  for  you  as  the  ultimate  policy- 
maker to  make  a  determination  as  to  how  to  take  this  vision  of  the 
future  it  into  legislation. 

So  I  think  that  asking  the  Board  of  Governors  to  begin  the  work 
is  an  appropriate  responsibility.  You've  got  a  lot  of  things  on  your 
plate  up  here,  and  when  you  created  the  Postal  Reorganization  Act, 
you  specifically  delegated  that  kind  of  authority  to  the  Board  of 
Governors  so  that  they  would  undertake  that  work  in  your  behalf. 
While  they're  certainly  not  qualified  to  draft  the  law  and  to  prepare 
the  law,  they  certainly  are  necessary  to  do  all  the  homework  that's 
necessary  for  you  to  do  that  last  and  essential  step. 
Miss  Collins.  Thank  you  very  much. 
Mr.  Myers. 
Mr.  Myers.  Thank  you.  Madam  Chair. 
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I've  been  surprised  about  the  acceptability  of  the  American  peo- 
ple with  a  rate  increase.  I  realize  that  this  rate  increase  less  an 
inflation  rate  is  welcome  news,  but  in  past  years,  which  has  been 
quite  a  few  I've  been  here,  every  time  there's  been  a  rate  increase 
we've  had  a  volume  of  mail  coming  in  objecting.  About  the  only  ob- 
jections I  have  heard  back  home  is  the  fact  that,  since  we're  close 
to  Chicago,  that  they  can't  even  deliver  the  mail  in  Chicago;  why 
are  you  getting  a  rate  increase?  That's  been  most  of  the  objection. 

But  two  or  three  of  my  big  mailers,  some  of  whom  are  record  re- 
cordings that  they  mail  out,  and  they  contract  ahead  of  time  with 
subscribers,  and  then  the  rate  goes  up  and  they  find  themselves 
hanging  out  there.  But  even  they  haven't  complained  this  year,  and 
I  guess  it's  because  of  the  limitation  on  the  size  of  the  increase. 

But,  nevertheless,  when  we  have  hearings,  we  heard  the  other 
day  about  the  probability  of  overtime  or  additional  people  needed 
to  deliver  the  mail  and  some  of  the  problems  of  delivery. 

Is  it  your  view  that  we  really  can  get  along  3  years  on  this — ^I'm 
not  suggesting  a  rate  increase  above  this,  but  can  we  last  out  3 
years  without  something  giving? 

Mr.  Del  Polito.  Well,  the  Postmaster  (General  has  gone  to  the 
Board  of  Governors  and  he's  told  them  that  he  has  a  plan  in  order 
to  be  able  to  do  that,  and  they've  accepted  him  at  his  word.  He  is 
the  one  who  is  responsible  for  running  the  day-to-day  operations  of 
the  postal  system. 

I  guess  the  only  way  to  really  know  is  that  time  eventually  will 
tell.  And  the  law  is  clear:  if  it's  insufficient  to  meet  their  needs, 
they'll  have  to  come  back  and  ask  for  another  postal  rate  increase. 

But,  as  we've  said  in  our  written  testimony  and  in  our  oral  testi- 
mony, the  most  important  facet  about  this  plan  of  10.3  is  that  it 
will  enable  the  Postal  Service  to  move  quickly  through  this  piece 
of  business  to  get  on  with  that  very  important  job  of  mail  classifica- 
tion reform.  Mail  classification  reform  is  vital  for  the  Postal  Serv- 
ice's ability  to  position  its  products,  to  price  them  in  a  way  which 
makes  sense  to  the  marketplace,  and  in  order  to  be  able  to  sustain 
themselves  in  a  way  which  is  realistic,  given  the  context  of  today's 
ever-changing  communications  marketplace. 

They  were  not  prepared  to  deal  with  mail  classification  reform  in 
the  present  proceeding,  but  this  is  an  opportunity  to  satiate  an  im- 
mediate need  for  cash  to  get  them  into  that  business,  and,  hope- 
fully, they'll  be  able  to  get  it  done  by  the  time  of  the  next  omnibus 
rate  case. 

Mr.  Myers.  It  will  take  a  lot  of  cooperation  from  unions 

Mr.  Del  Polito.  A  lot  of  work,  a  lot  of  cooperation  on 
everybody's  part,  yes,  sir. 

Mr.  Myers.  Do  you  all  feel  pretty  much  the  same  view  then,  I 
take  it? 

Mr.  Todd.  Yes.  I  would  also  add,  again,  that  the  really  kind  of 
breathtaking  move  that  has  been  taken  by  Postmaster  General 
Runyan,  I  have  not  seen  anything  like  it  since  postal  reorganiza- 
tion was  initiated.  This  really  is  a  gutsy  move.  I  don't  believe  that 
Postmaster  Runyan  is  a  foolish  man,  and  I  am  satisfied  that  he  is 
simply  convinced  that  they  must  live  with  this  increase  because 
higher  increases  are  simply  unacceptable  and  will  serve  to  destroy 
that  which  we  are  trying  to  preserve. 
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Mr.  Myers.  I  certainly  commend  Postmaster-CJeneral  Runyan.  I 
have  known  him  for  a  number  of  years.  He's  been  a  success  about 
everything  he's  touched.  So  I  hope  he  has  a  similar  success  here. 
We  all  hope  he  will. 

One  last  question,  Mr.  Del  Polito,  you  mentioned  about  junk 
mail,  and  we  run  into  that  problem  quite  frequently  ourselves.  We 
try  to  inform  the  public  of  what's  happening  here  to  them  and  for 
them,  more  particularly  to  them,  some  of  us,  and  we  get  ours  called 
junk  mail  by  some.  But  you've  gone  to  quite  the  extreme  in  your 
prepared  text  here  to  defend  junk  mail,  and  I've  found  that  a  lot 
of  people  depend  on  that  junk  mail.  That's  the  only  mail  they  get 
and  they  go  right  through  it.  So  I  compliment  you  for  that. 

But  one  objection  we  do  frequently  hear  is  people  complaining 
about  getting  mailings — Grandpa's  been  dead  for  5  years  and 
you're  still  mailing  your  newsletter  to  him.  Now  there  are  some, 
like  the  direct  mail  advertisers,  I  believe  have  a  system  of  eliminat- 
ing names  on  request.  Is  that  costly  to  do  that,  to  implement  this, 
or  is  it  cheaper  to  just  keep  on  mailing  all  these  things  out?  I  guess 
it's  direct  marketing,  I  believe,  instead  of  direct  mail,  the  Direct 
Marketing  Association. 

Mr.  Del  Polito.  I'm  sure  Mr.  Barton  will  be  able  to  talk  to  you 
next  week  about  the  relative  cost  efficiencies  of  the  DMA's  main- 
taining the  mail  preference  service,  but  in  today's  environment 
where  it  becomes  increasingly  more  costly  to  distribute  printed  ad- 
vertising and  marketing  materials  through  the  mail,  there's  a  very 
strong  incentive  on  the  part  of  the  mailer  not  to  mail  to  someone 
who  does  not  exist,  that  doesn't  live  where  he  formerly  lived,  or 

Mr.  Myers.  It  isn't  politically  popular;  I  can  tell  you  that. 

Mr.  Del  Polito  [continuing].  Or  even  to  mail  to  people  who  don't 
necessarily  want  to  do  business  with  that  company. 

And  I  think  what  you're  finding  is  a  rapidly  changing  attitude 
within  the  business  mailing  community  to  do  ever3^hing  they  can 
to  eliminate  those  names  whenever  possible.  It's  not  a  perfect  sys- 
tem, but  the  distribution  of  advertising  and  marketing  through 
other  mediums  is  not  perfect  as  well. 

Mr.  Myers.  So  the  people  you  represent  are  attempting  to  do 
something  about  this 

Mr.  Del  Polito.  Most  definitely. 

Mr.  Myers  [continuing].  To  clean  up  their  own  act?  Have  you  ex- 
amined this  Direct  Marketing  Association?  Is  it  working  for  them? 

Mr.  Del  Polito.  The  DMA's  experience  with  the  mail  preference 
service  is  that  it  has  been  very,  very  successful.  They've  explored 
a  number  of  ways  in  which  they  can  announce  the  availability  of 
this  service  to  people.  Those  who  are  most  interested  in  availing 
themselves  of  that  service  have  done  so.  But  I  think  their  experi- 
ence today  is  as  it  was  many  years  ago,  and  that  is  in  many  in- 
stances they're  surprised  by  the  number  of  people  who  ask  to  be 
added  onto  mailing  lists  as  opposed  to  be  taken  off. 

Mr.  Myers.  Well,  it's  a  problem  for  all  of  us  who  do  have  a  vol- 
ume of  mail.  We  in  our  offices  have  a  volume  of  mail,  and  I'm 
sure — do  you  use  direct  mail?  Do  you  have  a  mailing  list?  A  lot  of 
Members  don't,  you  know,  but  I've  advised  when  I  got  here,  you 
know,  you  never  get  beat  for  the  statements  you  didn't  make,  but 
I  haven't  learned  that  after  30  years.  I'm  still  sticking  my  neck  out. 
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Miss  Collins.  I  use  Postal  Patron. 

Mr.  Myers.  Oh,  do  you?  That  covers  everybody.  It  covers  a  mul- 
titude of  sins,  doesn't  it?  [Laughter.] 

Miss  Collins.  I  got  a  lot  of  complaints  Sunday.  Two  people  told 
me — I  spoke  at  the  church  and  one  said  they  got  16  pieces  of  my 
flyer  and  another  said  they  got  13  pieces,  and  they  couldn't  under- 
stand why.  They  said,  obviously,  you're  printing  too  many  news- 
letters. Ajid  I  can't  see  any  reason  why  someone  would  get  16 
newsletters  at  a  single  residence. 

Mr.  Myers.  Well,  that's  not  our  fault,  I  don't  think. 

Miss  Collins.  No,  but  the  constituents  see  it  as  our  fault.  They 
do. 

Mr.  Myers.  I  had  town  meetings  last  weekend — this  is  off  the 
subject — and  the  media,  the  newspapers  didn't  carry  it  adequately. 
Now  the  people  blamed  me  and  said,  "We  didn't  know  about  it."  I 
said,  "Oh,  we  put  it  in  the  newspaper,"  a  little  squib  like  that,  one 
day,  and  so  we  get  blamed  for  everything  that  does  or  doesn't  hap- 
pen. 

Miss  Collins.  Either  you  do  or  you  don't;  you  can't  win, 

Mr.  Myers.  That's  right.  We  like  to  blame  you  folks,  but  that  old 
adage  the  buck  stops  here — with  us,  the  buck  does  stop  here. 

Well,  thank  you  very  much  for  your  testimony  this  morning  and 
your  contributions. 

Miss  Collins.  I  want  to  thank  all  of  our  panelists.  This  has  been 
a  very  important  hearing,  and  I  think  that  we've  received  some 
good  information.  Thank  you  very  much. 

[Whereupon,  at  11:57  a.m.,  the  committee  adjourned  subject  to 
the  call  of  the  Chair.] 

[Additional  material  submitted  for  the  record  follows:] 
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Prepared  Statement  of  American  Business  Press 
American  Business  Press  (ABP)  is  pleased  to  present  its 
views  as  the  Committee  conducts  its  annual  oversight  of  the 
United  States  Postal  Service.   Since  postal  reorganization,  ABP's 
has  been  the  primary  voice  before  Congress,  the  Postal  Rate 
Commission,  and  the  Postal  Service  for  the  interests  of  smaller 
circulation  second-class  periodicals. 

ABP's  membership  consists  of  662  trade,  business,  profes- 
sional, and  scientific  periodicals.   These  wide-ranging  publica- 
tions include  Advertising  Age,  Automotive  News.  Aviation  Week  and 
Space  Technolocfy,  Billboard.  Builder  Magazine.  Communications 
Week,  Computer  World,  Medical  Economics.  Oil  &  Gas  Journal.  PC 
Magazine,  Pediatric  Management.  Publishers  Weekly-  and  Welding 
Design  &  Fabrication.   Like  the  preponderance  of  the  approximate- 
ly 30,000  periodicals  titles  mailed  at  second-class  rates, ^  most 


According  to  USPS  witness  George  Tolley,  an  economics 
professor  at  the  University  of  Chicago,  in  testimony 
filed  recently  in  PRC  Docket  R94-1,  volume  per  adult  of 
second-class  regular  mail  has  remained  "relatively 
constant"  since  1982.  USPS-T-2  at  12  5.  However,  Dr. 
Tolley  states  at  page  130  of  his  testimony  as  follows: 

Recent  growth  has  occurred  in  the 

number  of  specialty  magazines,  or 

smaller  less  frequently  published 

periodicals  that  appeal  to  a  defined 

segment  of  the  population. 
*** 
Specialty  magazines  are  more 

likely  to  be  -mailed  than  general 

interest  publications.   Newsstands 

find  it  less  profitable  to  stock 
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ABP  publications  have  circulations  under  40,000  copies  per  issue, 
and  the  average  ABP  member  circulation  per  issue  is  54,000  copies 
per  issue.   While  all  periodicals  make  use  of  available  postal 
discounts  and  work-sharing  opportunities  to  the  maximum  extent 
possible,  it  is  an  established  fact,  proven  in  various  on-the- 
record  proceedings  before  the  Postal  Rate  Commission  since  1971, 
that  smaller  circulation  periodicals  cannot  utilize  work-sharing 
discounts  anywhere  near  to  the  extent  used  by  a  relatively  few 
larger  circulation  publications  in  second-class,  with  circula- 
tions of  500,000  copies  or  more  per  issue.   In  the  prior  postal 
rate  case,  only  124  publications,  for-profit  and  nonprofit,  were 
identified  as  having  circulations  in  excess  of  500,000  copies  per 
issue,  and  only  560  publications  out  of  the  nearly  30,000  were 
identified  as  having  circulations  over  100,000  copies  per  issue. 

We  bring  these  facts  to  your  attention  because  the  Commit- 
tee's invitation  to  ABP  asked  ABP's  views  on  "the  need  for  new 
postal  rates,"  and  for  "plans  for  revamping  mail  classifica- 
tions." 


specialty  magazines  because  of  the 
magazine's  narrow  appeal.  Mailed 
subscriptions  become  the  delivery 
system  of  choice  for  the  readers  of 
specialty  magazines.  Consequently, 
the  growth  in  specialty  magazines 
has  had  a  positive  impact  on  second 
regular  mail  volume. 
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USPS  has  said  that  before  this  year  is  out,  it  intends  to 
propose  a  major  mail  reclassification  base,  which  in  ABP's  view 
will  trigger  significant  rate  increases  for  the  vast  preponder- 
ance of  sscond-class  periodicals  over  and  above  the  current, 
pending  request  for  a  10.3%  increase  for  second-class  regular 
rate  mail.^ 

For  the  relatively  few  second-class  periodicals  that  may  be 
able  to  qualify  for  the  new  "publications"  subclass  being  floated 
by  USPS,  because  they  can  meet  the  extraordinary  presortation  and 
containerization  prerequisites  that  mirror  the  methods  already 
used  by  larger-volume  publications,  there  will  be  rate  cuts, 
financed  by  rate  hikes .  on  the  rest  of  second-class.   According 
to  the  rate  schedule  circulated  by  USPS  contractor  Price  Water- 
house,  ABP  calculates  that  a  typical  nationally-circulated 
professional  periodical,  reclassified  into  a  new  high-rate 
"regular"  subclass  because  it  would  not  qualify  for  the  publica- 
tions subclass,  and  that  currently  pays  2  6.7  cents  per  copy  in 
second-class  regular  rate  postage,  would  pay  approximately  3  0 
cents  per  copy  under  the  rates  in  effect  after  reclassification. 
Time  magazine  now  pays  about  16.9  cents  per  copy,  which  could 
fall  to  16.3  cents  because  Time  would  qualify  for  the  proposed 
low-rate  "publication"  subclass. 


Nonprofit  second-class  and  in-county  second-class  would 
pay  increases  as  proposed  by  USPS  in  Docket  R94-1  in 
excess  of  10.3%,  with  additional  phased-in  rate  hikes 
planned  through  1998  because  of  the  1993  postal  appro- 
priation legislation. 
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If  the  current  financial  hemorrhaging  of  USPS  and  uncon- 
trolled cost  escalation  described  by  Chairman  Clay  in  his  ques- 
tions to  Postmaster  General  Runyon  in  the  April  14  hearing 
continue,  it  is  likely  that  second-class  would  face  yet  another 
general  rate  hike  within  the  next  two  or  three  years  after  the 
10.3%  hike  and  after  a  reclassification  increase.   Thus,  smaller 
circulation  second-class  publications  could  well  be  faced  with 
three  rate  hikes  in  three  years.   USPS  operating  costs  will  not 
be  reduced,  however,  because  the  volume-based  criteria  being 
discussed  for  second-class  reclassification  are  based  on  what 
larger-vol\ime  publications  by  and  large  are  already  doing. 
Smaller-volume  publications,  on  the  other  hand,  by  definition  are 
not  edited  for  mass  readerships,  and  thus  will  not  qualify  for 
new  subclasses  defined  by  a  capacity  to  amass  large  volumes  of 
mail  within  a  zip  code  or  carrier  route. 

Whatever  the  need  for,  or  merit  of,  reclassification  as  a 
general  proposition,  second-class,  which  represents  only  approxi- 
mately 6%  of  total  USPS  volume  and  an  even  smaller  percentage  of 
revenues,  is  the  wrong  place  to  begin  reclassification,  assuming 
it  should  begin  at  all.   Second-class  volumes,  including  regular 
rate,  in-county,  and  nonprofit  mail,  have  remained  at  around  10.3 
billion  copies  per  year  for  many  years.   Weight  of  second-class 
varies  year-to-year,  as  economic  recessions  and  recoveries  affect 
the  number  of  pages  of  advertising  and  thus  editorial  content 
sold.   However,  the  number  of  pieces,  the  handling  of  which  is 
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the  primary  component  in  the  causation  of  postal  costs,  has 
remained  relatively  constant. 

When  Postmaster  General  Runyon  appeared  before  this  Commit- 
tee on  April  14,  he  said  the  following  about  reclassification: 

We  have  also  simplified  our  Domestic  Mail 
Manual  and  made  it  easier  to  use.   To  be 
honest,  though,  this  is  like  patching  one 
pothole  when  you  really  need  to  lay  a  new 
road.   The  current  four  classes  of  mail  were 
created  more  than  a  century  ago.   For  the 
most  part,  these  classes  are  defined  more  by 
what's  in  the  envelope  or  package  than  by 
what  our  customers  expect  us  to  do  with  it. 
And,  in  recent  years,  we  have  added  dozens  of 
fractional  worksharing  discounts  to  respond 
to  worksharing  initiatives  and  technological 
innovations.   The  result  is  a  busy,  bumpy, 
bureaucratic  ride  for  postal  customers. 

What's  needed  is  a  complete  overhaul  of  our 
classification  system.   We  need  to  develop  a 
simple  menu  of  products  ...  one  that's  based 
on  service  level,  use  of  technology,  and 
volume  ...  one  that's  easier  for  customers 
and  postal  employees  to  understand  and  use 
. . .  and  one  with  prices  tied  more  closely  to 
cost  and  market  factors.   We  are  working  with 
our  Reclassification  Committee  of  postal 
customers  to  frame  the  specifics  of  this 
proposed  system,  and  we  hope  to  present  them 
to  our  Board  of  Governors  and  then  to  the 
Postal  Rate  Commission  for  consideration  late 
this  year. 

The  fact  that  the  current  four  classes  of  mail  were  created 

more  than  a  century  ago  is  hardly  sufficient  reason  for  change. 

If  time  in  existence  were  a  criteria  for  change,  what  about  the 

Constitution?   Change  is  valuable  when  it  is  done  for  a  reason, 

but  change  for  change's  sake  is  not. 
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Surely  technological  innovation  is  a  good  reason  for  change, 
and  it  appears  that  much  of  the  reclassification  discussion  is 
about  the  changing  processing  costs  for  the  categories  of  mail 
where  technology  has  been  applied  to  the  processing  for  delivery 
of  that  mail. 

It  is  true  that  some  classes  of  mail  encompass  a  wide  range 
of  different  mail  processing  categories  because  of  the  sizes  and 
shapes  of  the  mail.  Some  classes  encompass  letters,  flats,  and 
parcels,  and  these  classes  probably  deserve  some  review  based  on 
the  different  processing  costs.   But  second-class  mail  has 
essentially  only  one  mail  processing  category.   That  is  flat  mail 
and  it  can  all  be  processed  on  flat  sorters  currently  being 
deployed  by  the  USPS,  according  to  statements  made  by  the  USPS' 
Engineering  Department. 

We  agree  with  the  Postmaster  General  that  there  should  be  "a 
simple  menu  of  products,"  in  order  to  deal  with  particular 
instances  where  complexity  in  the  system  has  gotten  out  of  hand. 
But  for  publishers,  who  are  the  users  of  second-class,  complexity 
of  second-class  is  not  a  problem.   It  is  not  a  problem  for  USPS 
either,  which  has  administered  second-class  for  more  than  100 
years.   Creating  two  new  subclasses  with  complicated  prerequi- 
sites to  replace  one  second-class  regular  rate  subclass  is  hardly 
simplification,  yet  that  is  what  is  on  the  table  at  USPS'  reclas- 
sification committee  right  now. 
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There  is  no  widespread,  across-the-board  outcry  within 
second-class  for  reclassification.    It  should  be  a  matter  of 
serious  concern  for  the  Congress  that  second-class,  established 
by  Congress  to  meet  legitimate  and  continuing  educational, 
cultural,  social,  and  informational  needs,  is  now  threatened  by  a 
misguided  effort  to  convert  second-class  into  just  another 
"product." 

We  urge  USPS  to  keep  its  eye  on  the  ball:   This  means 
controlling  unexplained,  year-to-year  cost  increases  far  in 
excess  of  inflation.   USPS'  expenses  after  five  accounting 
periods  this  year  are  6.6%  ahead  of  the  same  accounting  period 
last  year.   USPS'  own  filing  in  the  current  rate  case  demon- 
strates the  erratic  amount  of  cost  increases  in  excess  of  infla- 
tion USPS  has  experienced  in  the  recent  past. 
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Period 

Revenue 

Expense 

FY  1984 

7.1% 

9.4% 

FY  1985 

9.3 

10.7 

FY  1986 

7.3 

5.3 

FY  1987 

4.4 

6.2 

FY  1988 

10.6 

11.16 

FY  1989 

8.3 

6.4 

FY  1990 

3.0 

5.4 

FY  1991 

10.3 

11.5 

FY  1992 

6.6 

4.3 

FY  1993 

1.9 

4.4 

Ten-Year  Increase 

93.6 

105.8 

Source:   Testimony  of  John  H.  Ward,  USPS-T-8  at  7,  Docket  R94-1. 

There  is  nothing  about  second-class  reclassification  as 
presented  to  date  by  USPS  that  will  solve  the  exploding  problem 
of  excessive  work  hours,  significant  overtime,  and  deteriorating 
service,  well  described  by  Chairman  Clay  and  other  Committee 
members  at  the  April  14  hearing.' 

Finally,  the  threat  of  alternate  delivery  for  second-class, 
in  particular  for  larger-volume  magazines,  at  times  has  been 
cited  by  USPS  as  a  primary  reason  for  second-class  reclassifi- 


ABP  itself  conducts  a  regular  service  monitor  for  a 
representative  sample  of  its  member  periodicals  and  USPS 
achievement  of  its  own  service  standards  for  second-class 
mail  has  been  rapidly  deteriorating.  It  is  not  unusual 
for  USPS  to  fail  to  achieve  its  own  service  standards  for 
the  delivery  of  second-class  mail  80%  or  more  of  the 
time. 
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cation  proposals.   But  for  second-class,  at  least,  alternate 

delivery  is  not  a  credible  threat  in  the  near  future,  according 

to  USPS'  own  volume  witness  in  the  rate  case.  Dr.  George  Tolley: 

While  second  class  regular  rate  volume  may  be 
adversely  affected  by  the  further  expansion 
of  alternative  delivery  services,  as  noted 
earlier,  alternative  delivery  still  appears 
to  be  a  minor  source  of  competition  to  the 
second-class  delivery  market. 

USPS  T-2  at  132,  Docket  R94-1. 

ABP  chooses  to  call  reclassification,  as  it  has  been  pre- 
sented to  publishers,  what  it  really  is:   rate  increases  for  the 
vast  preponderance  of  publishers,  and  rate  cuts  for  a  few.   This 
is  bad  public  policy.   It  should  not  be  used  as  a  smoke  screen 
for  USPS  to  avoid  making  the  tough  decisions  that  have  to  be  made 
to  control  costs  and  work  hours,  and  at  the  same  time  improve 
service.   If  USPS  has  a  real  future,  then  indeed  it  has  to  listen 
to  its  customers  as  it  says  it  is  doing.   In  the  case  of  second- 
class,  however,  it  appears  to  be  listening  to  only  a  few  to  the 
detriment  of  the  many.   There  are  real  fundamental  financial  and 
operational  problems  faced  by  USPS.   Elimination  of  long-estab- 
lished mail  classes,  and  second-class  in  particular,  to  solve 
cost  problems  and  hypothetical  volume  problems  before  USPS  even 
knows  what  is  causing  its  cost  problems  is  at  best  premature,  and 
at  worst  a  band-aid  solution  that  may  severely  injure  thousands 
of  periodicals  without  solving  USPS'  difficulties. 
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Prepared  Statement  of  the  Newspaper  Association  of  America 

The  Newspaper  Association  of  America  (NAA)  appreciates  the  opportunity  to 
participate  in  the  1994  postal  oversight  process,  and  we  are  pleased  to  submit  this  statement 
for  inclusion  in  the  record.  We  commend  the  Committee  for  holding  these  hearings.  This  is 
a  very  important  series  of  hearings,  for  Congressional  oversight  is  vital  to  maintaining  the 
accountability  of  the  Postal  Service  to  the  American  public. 

NAA  is  a  national  trade  association  representing  roughly  1,100  newspapers 
throughout  the  United  States  and  Canada.  NAA  was  formed  in  1992,  and  is  the  result  of  the 
merger  of  seven  newspaper  trade  organizations,  the  largest  of  which  was  the  American 
Newspaper  Publishers  Association  (ANPA).  ANPA  had  been  active  in  postal  affairs  for  over 
a  century  and  had  appeared  before  Congressional  committees  many  times  on  postal  and  other 
issues. 

NAA  members  account  for  about  80  percent  of  the  daily  circulation  in  this  country 
and  Canada.  While  the  daily  editorial  products  of  most  of  our  members  are  delivered  to  the 
home  by  private  delivery  systems,  our  members  make  extensive  use  of  the  Postal  Service  to 
deliver  their  non-subscriber  Total  Market  Coverage  (TMC)  and  database  marketing  products. 
Also,  some  very  small  NAA  member  newspapers,  particularly  rural  weekly  newspapers,  mail 
their  editorial  products  at  the  in-county  second-class  rate. 

In  surveying  the  range  of  postal  issues  facing  the  mailing  community  today,  we  are 
pleased  to  note  there  is  not  a  Federal  budget  provision  designed  to  create  yet  another  "tax"  or 
assessment  upon  the  Postal  Service.  We  are  hopeful  that  this  situation  will  not  change. 
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NEWSPAPER  ASSOCIATION  OF  AMERICA 

Since  NAA's  appearance  last  year  at  these  hearings,  several  significant  events  have 
taken  place  in  the  postal  community.  We  would  like  to  address  several  of  those: 

RATE  ISSUES 
Revenue  Forgone 

After  more  than  a  decade  of  political  infighting,  and  only  because  of  a  great  deal  of 
hard  work  by  this  Committee  and  its  staff,  last  year  Congress  imposed  a  legislative  solution 
on  the  revenue  forgone  problem.  We  believe  the  compromise  meets  the  needs  of  preferred 
and  regular  mailers  alike.  NAA  was  an  active  participant  in  the  negotiations  leading  up  to 
the  settlement  and  strongly  supported  the  final  compromise. 

This  legislation  comes  after  years  of  rate  instability  and  uncertainty  among  charities, 
schools,  libraries,  and  small  newspapers.  Its  acceptance  among  the  mailing  community  is 
due  largely  to  the  efforts  of  this  Committee  and  its  staff  We  commend  you  not  only  for  that 
effort,  but  also  for  your  dedication  in  pursuing  the  issue  over  the  years.  Were  it  not  for  this 
Committee's  persistence,  the  American  public  long  ago  would  have  lost  many  of  the  benefits 
that  the  Postal  Service's  preferred  rate  structure  allows  this  country's  charities,  schools, 
churches,  libraries,  and  small  newspapers  to  provide. 
Rate  Case 

Today,  the  mailing  public  is  faced  with  another  omnibus  postal  rate  case.  However, 
we  are  not  faced  with  another  increase  of  monumental  proportions.  Rather,  we  are  faced 
with  one  of  modest  proponions — 10.3  percent — and  one  that  is  supported  by  a  wide  variety 
of  organizations,  including  NAA.  As  noted  below,  there  is  one  problem  to  be  addressed 
before  NAA  can  agree  to  the  proposed  settlement  in  the  case. 

NAA's  support  for  a  10.3  rate  increase  was  and  is  predicated  upon  it  being  truly  an 
"across-the-board"  increase.  Key  to  NAA's  support  were  the  ideas  that  all  mailers  should  be 
treated  equally,  and  that  the  Postal  Service  must  learn  to  do  more  with  less,  as  most 
American  businesses  have  had  to  do  in  recent  years. 
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Given  our  emphasis  on  the  "across-the-board"  nature  of  a  rate  filing,  one  can  imagine 
our  dismay  when  we  learned  that  the  10.3  percent  "across-the-board"  proposal  was  going  to 
contain  a  34  to  35  percent  increase  for  the  in-county  second-class  rate — the  rate  used  by 
thousands  of  small  rural  weekly  newspapers.  Even  more  astonishing  was  the  fact  that  this 
abnormality  in  the  proposal  was  based  upon  Postal  Service  data  indicating  that  the  cost  per 
piece  of  in-county  mail  has  risen  substantially  over  the  last  several  years. 

Mr.  Chairman,  in-county  newspapers  today  are  heavily  walk- sequenced  and  delivery- 
office  entered.  They  historically  have  cost  less  to  process  than  almost  any  other  category  of 
mail,  and  in  recent  years  have  increased  their  work-sharing  activities.  All  in  all,  small 
newspapers  should  not  cost  appreciably  more  today  to  process  in  the  postal  system  than  they 
did  several  years  ago.  Indeed,  it  may  even  be  the  case  that  in-county  cost  efficiencies  over 
the  last  several  years  should  result  in  processing  costs  today  that  are  less — not  more — per 
piece  than  those  of  several  years  ago. 

Yet  the  Postal  Service's  data  does  not  reflect  these  facts,  and  this  is  a  matter  of  great 
concern  to  NAA.  Given  what  we  know  of  small  newspapers,  and  how  their  mailing  practices 
have  evolved  over  the  years,  the  fact  that  the  Postal  Service's  cost  and  volume  data  collection 
systems  show  a  great  increase  in  cost  per  piece  leads  us  to  view  that  data  with  suspicion. 
This  is  particularly  true  in  light  of  what  we  believe  is  the  relatively  small  size  of  the  samples 
used  to  build  the  Postal  Service's  in-county  rate  models.  NAA,  along  with  our  colleagues  at 
the  National  Newspaper  Association,  have  conveyed  our  concern  on  the  quality  of  this  data 
to  the  Postal  Service,  and  we  understand  the  Postal  Service  is  exploring  the  matter.  We  trust 
that  the  Service  will  find  a  prompt  resolution  to  this  glaring  problem. 

SERVICE  ISSUES 

NAA  believes  that  mail  service  has  seriously  deteriorated  in  recent  months.  Whether 
this  is  due  in  whole  or  in  part  to  the  strain  put  on  the  postal  system  by  the  California 
earthquake  and  an  unusually  severe  winter,  NAA  cannot  say.  From  discussions  with  our 
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members,  NAA  does  sense,  however,  that  there  has  been  a  significant  deterioration  in 
service.  Service  must  improve  significantly  if  the  Postal  Service  is  to  remain  a  viable 
institution. 

The  growth  in  alternate  delivery  in  recent  years  has  been  touted  as  evidence  that 
postal  rates  have  escalated  beyond  reason.  We  believe,  however,  that  deterioration  in  overall 
service  quality  has  been  as  much  if  not  more  of  a  factor  than  postal  rate  levels  in  the  growth 
of  alternate  delivery  in  recent  years.  In  talking  with  companies  across  the  country  that 
switched  out  of  mail  and  into  alternate  delivery,  we  find  that  a  prime  factor  in  that  decision 
was  service.  Many  believed  either  that  the  Postal  Service's  network  wasn't  up  to  the  task  of 
delivering  their  products  on  time  in  a  regular  and  consistent  manner  or  that  the  Postal  Service 
simply  was  not  interested  in  newspapers'  advertising  mail  business,  but  only  in  that  of  their 
competitors. 

In  this  context,  NAA  believes  that  if  the  Postal  Service  fails  to  improve  service 
promptly,  it  stands  to  lose  volume  to  alternate  delivery  even  more  rapidly  than  it  has  in  the 
past. 

CONSUMER  FRAUD 

Last  October  the  International  Newspaper  Financial  Executives,  the  Media 
Advertising  Credit  Bureau  (MACS),  and  NAA  testified  before  this  Committee's 
Subcommittee  on  Postal  Operations  and  Services  on  a  "bogus  invoicing"  scam  that  is  of 
great  concern  to  the  newspaper  industry.  The  problem  has  not  abated. 

While  several  preliminary  injunctions  have  been  issued,  and  the  Postal  Inspection 
Service  is  beginning  to  focus  more  clearly  on  the  issue,  substantially  more  needs  to  be  done. 
We  have  reports  that  several  new  scam  operations  have  sprung  up,  and  the  Postal  Inspection 
Service  needs  to  continue  to  work  with  NAA  and  MACS  to  fix  this  problem. 

Should  the  Committee  have  any  questions,  or  need  any  further  information,  we  would 
be  happy  to  furnish  it.  Thank  you  for  considering  our  views. 
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SERVICE 


TUESDAY,  APRIL  26,  1994 

House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  10:00  a.m.,  in  Room  311, 
Cannon  House  Office  Building,  Hon.  Barbara-Rose  Collins  presid- 
ing. 

Members  present:  Representatives  Collins,  Watt,  Myers,  Morella, 
and  Petri. 

Miss  Collins  [presiding].  The  Postal  Service  oversight  hearing  is 
now  in  session. 

Good  morning.  On  behalf  of  Chairman  William  L.  Clay,  I  would 
like  to  welcome  all  of  you  to  the  Committee  on  Post  Office  and  Civil 
Service's  third  oversight  hearing  on  the  U.S.  Postal  Service.  Today, 
several  witnesses  will  share  with  us  their  views  on  the  future  via- 
bility of  the  Postal  Service.  Hopefully,  the  witnesses  will  be  dis- 
cussing new  and  advanced  forms  of  communications  and  whether, 
in  their  views,  the  Postal  Service  is  preparing  for  the  rapid  ad- 
vances in  technology. 

As  communication  technologies  such  as  the  fax  machine  and  E- 
mail  are  increasingly  being  utilized  in  lieu  of  hard  copy  mail,  we 
must  all  work  together  to  guarantee  the  survival  of  the  Postal 
Service. 

As  we  approach  the  21st  century,  the  future  of  the  Postal  Service 
depends  on  its  ability  to  remain  competitive.  We  are  interested, 
therefore,  in  learning  what  the  Postal  Service  needs  to  do  to  be 
competitive  and  ultimately  prepared  for  the  next  century. 

I  look  forward  to  your  testimony.  And  I  thank  all  of  you  for  com- 
ing. 

[The  prepared  statement  of  Hon.  Barbara-Rose  Collins  follows:] 

Prepared  Statement  of  Hon.  Barbara-Rose  Collins,  a  Representative  in 
Congress  From  the  State  of  Michigan 

Good  morning.  On  behalf  of  Chairman  William  L.  Clay,  I  would  like  to  welcome 
all  of  you  to  the  Committee  on  Post  Office  and  Civil  Service  third  oversight  hearing 
on  the  U.S.  Postal  Service. 

Today  several  witnesses  will  share  with  us  their  views  on  the  future  viability  of 
the  Postal  Service. 

Hopefully,  the  witnesses  will  be  discussing  new  and  advanced  forms  of  commu- 
nications and  whether,  in  their  views,  the  Postal  Service  is  preparing  for  the  rapid 
advances  in  technology. 

As  communication  technologies,  such  as  the  fax  machine  and  E-mail,  are  increas- 
ingly being  utilized  in  Ueu  of  hard  copy  mail,  we  must  all  work  together  to  guaran- 
tee the  survival  of  the  Postal  Service. 
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As  we  approach  the  21st  century,  the  future  of  the  Postal  Service  depends  on  its 
abihty  to  remain  competitive.  We  are  interested,  therefore,  in  learning  what  the 
PostaJ  Service  needs  to  do  to  be  competitive  and  ultimately  prepared  for  the  next 
century. 

I  look  forward  to  your  testimony.  Thank  you  for  coming. 

Miss  Collins.  Our  first  panelist  will  be  Mr.  Geoffrey  Holmes, 
Senior  Vice  President/Technology,  Time  Warner  Inc. 
Good  morning,  and  welcome  to  the  committee. 

STATEMENT  OF  GEOFFREY  HOLMES,  SENIOR  VICE 
PRESIDENT/TECHNOLOGY,  TIME  WARNER  INC. 

Mr.  Holmes.  CJood  morning.  It  is  a  pleasure  to  be  here  on  behalf 
of  Time  Warner.  We  appreciate  the  opportunity  to  appear  before 
this  committee  and  to  participate  in  the  far-sighted  hearings  about 
the  Postal  Service  and  its  role  in  an  interactive  society  going  for- 
ward. 

We  believe  that  technology  will  have  a  significant  impact  upon 
the  Postal  Service,  not  all  of  it  bad,  not  all  of  it  good.  I  would  like 
to  outline  for  you  this  morning  what  we  are  going  to  do  in  terms 
of  building  a  superhighway — that  is,  our  electronic  highway,  start- 
ing in  Orlando,  FL — and  talk  to  you  a  little  bit  about  what  we  are 
doing  with  the  Postal  Service  in  Orlando. 

But  before  I  do  that,  I  would  like  to  mention  the  fact  that  Time 
Warner  has  had  a  long  and  historic  relationship  with  the  Postal 
Service.  We  actually  mail  over  one  billion  pieces  of  information 
each  year  from  our  magazines  to  our  books  to  our  billings.  So  it  is 
in  our  best  interest  to  work  with  the  Post  Office  in  dealing  with 
technology  going  forward. 

As  you  may  know.  Time  Warner  is  in  the  process  of  what  we  call 
our  interactive  superhighway  in  Orlando,  FL.  We  will  turn  this 
network  on  this  fall  to  approximately  4,000  subscribers. 

As  part  of  this,  one  of  the  things  that  we  have  done  in  the  build- 
ing of  our  full  service  network  is  to  try  and  examine  what  real  peo- 
ple in  their  homes  desire  from  electronic  information  and  delivery 
systems,  and  in  the  process  of  doing  that,  we  actually  have  two 
tests  with  the  U.S.  Postal  Service  in  Orlando,  FL.  One  which  I  will 
show  you  in  a  few  minutes  is  an  electronic  Post  Office  where  people 
in  their  homes  will  be  able  to  do  transactions  that  they  historically 
could  do  only  at  the  Post  Office. 

And,  two,  we  will  describe  some  local  delivery  services  that  we 
are  putting  together  in  conjunction  with  the  Post  Office. 

The  full  service  network,  what  is  it?  Never  in  my  history  in  busi- 
ness have  I  seen  so  much  written,  almost  all  of  it  wrong,  about 
what  is  happening  in  the  near  future.  So  let  me  start  with  Orlando, 
FL,  what  it  is,  what  it  isn't. 

What  Orlando,  FL  is  not,  it  is  not  500  channels  of  information. 
What  we  are  doing  in  Orlando,  FL,  is  effectively  creating  an  elec- 
tronic network  that  will  allow  our  customer  in  their  home  to  access 
any  information  they  want  when  they  want  it.  Think  of  it  like  you 
think  of  a  telephone  network.  When  you  pick  up  a  phone  and  call 
somebody,  you  don't  know  how  many  channels  of  information  are 
available  to  you.  All  you  know  is  that  when  you  dial,  you  connect 
through  a  switch  from  point  A  to  point  B.  Effectively  that  is  what 
you  will  be  able  to  do  in  your  home  in  Orlando,  FL. 
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What  does  that  mean?  Let  me  give  you  a  few  examples  of  the 
services  that  will  be  available  to  our  customers  in  Orlando. 

Movies  on  demand.  Our  customers  will  be  able  to  access,  ini- 
tially, 100  movies  on  demand  when  they  want.  They  will  have  full 
VCR  functionality  over  those  movies.  They  can  start  a  movie,  re- 
wind it,  fast  forward  it,  all  without  using  a  VCR. 

News  on  demand.  For  the  first  time  we  will  be  offering  an  inter- 
active news  service  that  will  allow  the  people  not  only  to  see  the 
news  but  when  they  want  more  information  to  go  behind  the  news 
to  talk  to,  or  access  our  journalists,  our  reporters,  and  to  get  more 
information  as  their  knowledge  and  desires  want. 

Distance  learning.  It  is  our  intention  to  allow  people  in  their 
homes  to  participate  interactively  in  classrooms  both  in  the  Or- 
lando area  and,  ultimately,  in  classrooms  that  are  not  in  the  Or- 
lando area.  And  we  will  offer  a  number  of  educational  programs  to 
our  customers. 

Games  on  demand.  People  will  be  able  to  access  any  game  they 
want  when  they  want  it,  and  they  will  be  able  to  play  those  games 
not  only  against  the  computer  in  their  homes  but  they  will  be  able 
to  play  those  games  against  people  across  town  and  ultimately 
across  the  country. 

Telemedicine.  One  of  the  interesting  ideas  that  came  to  us  from 
the  local  emergency  services  in  Orlando,  FL,  that  they  would  like, 
and  so  we  are  in  the  process  of  implementing  a  service  whereby 
you  will  be  able  to  plug  into  the  back  of  your  cable  converter  box 
a  video — a  videotape  camera.  And  with  that  camera  you  will  be 
able  to  take  pictures,  live  pictures  of  your  children  or  your  parents 
at  3  o'clock  in  the  morning  and  those  pictures  will  be  transmitted 
live  to  the  local  emergency  rooms  where  the  doctors  can  make  a 
partial  recommendation  based  upon  the  images  as  to  whether  or 
not  you  should  bring  the  injured  patient  to  the  hospital. 

This  is  not  a  service  we  will  offer  day  one  because  of  regulatory 
problems,  but  we  do  have  the  functional  capability  to  offer  that 
service. 

Government  services.  As  I  said,  we  will  have  an  electronic  Post 
Office  day  one.  We  will  also  have  the  capability  through  the  Florida 
State  Motor  Vehicle  of  renewing  driver's  licenses  and  registration — 
vehicle  registration  information. 

And  finally  we  will  offer  a  number  of  home  shopping  services  to 
our  customers  so  that  they  will  be,  able  to  access  video  catalogs  on 
demand. 

The  Post  Office,  as  I  said,  we  have  developed  an  interactive  Post 
Office.  It  will  allow  our  customers  to,  in  their  homes,  access  every 
service  that  they  can  now  access  in  the  Post  Office.  And,  in  addi- 
tion, the  Post  Office  has  agreed  to  allow  our  customers — when  they 
shop  for  services  in  the  local  region,  the  Post  Office  will  deliver  the 
goods  that  are  purchased  the  next  day.  So  that  if  you  buy  an  item 
over  our  local  catalog  through  a  local  retailer,  the  Post  Office  will 
effectively  pick  up  that  package  at  the  local  retailer  that  day  and 
deliver  it  to  your  house  the  next  morning. 

When  you  purchase  stamps  or  other  mailing  things  such  as  enve- 
lopes, et  cetera,  the  Post  Office  will  deliver  those  stamps  to  your 
house  the  next  morning.  The  billing  will  go  through  your  credit 
card. 
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So  what  I  would  like  to  do,  if  it  is  okay  with  the  committee,  is 
to  show  you  a  2-minute  video.  And  I  apologize  because  the  tele- 
vision set  is  not  that  large,  but  to  show  you  what  the  service  actu- 
ally looks  like  in  Orlando,  FL.  This  is  not  a  completed  video.  The 
service  is  not  totally  complete,  but  with  your  permission,  I  would 
like  to  move  the  television  a  little  bit  closer  to  you  and  show  you 
the  service. 

This  is  the  Orlando  interactive  superhighway.  When  you  turn 
your  TV  on,  this  is  the  image  that  you  will  get  and  these  are  some 
of  the  shopping  services  and  the  services  provided  within  the  Or- 
lando network.  These  are  some  of  the  services  a  Mazda  dealership, 
and  the  Fidelity  Investment  store,  and  next  to  this  is  the  Post  Of- 
fice. This  is  what  it  will  look  like  in  your  home. 

When  you  decide  to  enter  the  Post  Office,  you  will  levitate  up 
and  drop  in  through  the  mail  chute.  We  are  trjdng  to  have  a  little 
fun.  And  you  will  be  greeted  by  a  live  video  feed  of  somebody  greet- 
ing you  at  the  Post  Office.  We  have  package  pickup,  gift  shops,  de- 
livery information,  as  well  as  stamps  that  you  can  transact  over 
this  network;  and  this  is  actually  what  it  will  look  and  feel  like  in 
your  home. 

So  that  you  can  see  a  number  of  stamps  are  available.  You  can 
order  the  stamps  either  by  book  or  in  any  quantity.  It  will  tell  you 
the  amount.  And  you  have  the  ability  to  review  your  order,  £ind  in 
the  end,  the  Post  Office  will  deliver  these  products  to  your  house 
the  next  day. 

This  is  an  overnight  pickup  service  where  you  put  in  the  approxi- 
mate weight  of  the  package,  and  then  you  enter  the  Zip  Code  of 
where  you  are  going  to  send  it;  and  if  you  don't  know  the  Zip  Code, 
you  can  push  the  help  button,  and  it  will  tell  you.  And  then  it  will 
tell  you  when  they  are  going  to  pick  up  the  package  from  your 
house. 

In  addition,  we  have  an  information  map  in  Orlando  so  if  you 
want  to  know  where  the  local  Post  Office  is  or  where  the  local  over- 
night delivery  mailbox  is,  you  can  tell  through  this  map.  It  will 
give  you  the  address,  the  location,  the  hours  of  the  Post  Office  it- 
self. 

So  as  you  see,  we  have  a  number  of  services  that  are  live  and 
this  will  be  available  to  all  4,000  of  our  customers  this  fall. 

As  I  said,  the  second  service,  in  addition  to  the  interactive  Post 
Office  we  have,  is  an  agreement  with  the  Post  Office  in  terms  of 
pickup  and  delivery  services.  That  is,  when  you  transact  and  buy 
a  product  that  is  stored  locally,  the  Post  Office  has  promised  us 
that  they  will  deliver  that  package  to  your  house  the  next  day  at 
published  postal  rates.  It  is  their  attempt  to  deal  with  their  image 
and  the  problems  they  have  had  in  terms  of  service  and  delivery. 

In  addition  to  pickup  and  delivery,  the  Post  Offiice  has  also 
agreed  in  Orlando,  FL,  that  they  will  actually  inventory  and  ware- 
house products  that  we  will  offer  for  sale  over  our  network,  and  in 
turn,  they  will  be  paid  for  those  services  by  the  people  who  want 
their  products  stored  there.  As  I  said,  the  delivery  will  be  at  Parcel 
Post  rates,  and  it  is  our  expectation  that  the  retailers  will  pay  for 
the  postage  or,  in  fact,  our  customers  will  not  have  to  pay  any  fees 
whatsoever. 
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We  obviously  have  been  aware  of  the  problems  of  the  Postal 
Service  and  some  of  the  reputation  that  the  Postal  Service  has  in 
terms  of  its  delivery  capabilities.  Suffice  it  to  say,  after  extensive 
meetings  with  the  Postal  Service,  we  are  convinced  that  they  are 
not  only  interested,  but  are  prepared  to  deliver  next  day;  and  we 
are  quite  confident  of  their  ability  to  perform  their  function. 

Now  that  you  have  seen  what  we  are  doing  in  Orlando,  I  would 
like  to  spend  just  a  minute  talking  about  the  impact  of  electronic 
information  that  we  see  on  the  Postal  Service.  Let's  start  with  the 
good  news  and  then  talk  about  the  bad  news.  First,  electronic  de- 
livery of  information  can  provide  the  Post  Office  with  new  sources 
of  revenue.  Obviously,  to  the  extent  that  we  do  more  local  delivery, 
that  enables  the  Post  Office  to  generate  more  revenues,  and  if  you 
think  about  it  for  a  moment,  as  electronic  shopping  becomes  more 
prevalent,  the  delivery  of  catalogs  goes  down. 

The  catalogs  are  not  a  significant  source  of  revenue  on  a  per  unit 
basis  to  the  Postal  Service.  Those  revenues  are  replaced  by  Parcel 
Post  deliveries,  which  are  a  significant  revenue  stream.  So  the  Post 
Office  has  an  opportunity  to  increase  the  amount  of  revenue  it  gen- 
erates in  terms  of  local  delivery. 

Secondly,  there  are  new  sources  of  revenue  streams  that  will 
come  into  the  Post  Office.  I  believe  that  you  are  all  aware — if  you 
are  not,  you  should  be  aware — that  in  each  home  in  Orlando,  FL, 
we  will  put  an  electric  four-color  printer  in  each  home.  Our  cus- 
tomers will  not  pay  for  this  printer.  This  printer  will  enable  adver- 
tisers and  others  to  send  information  to  people  in  their  homes.  It 
is  quite  exciting. 

One  of  the  things  that  a  printer  needs  is  ink  and  paper.  And  part 
of  our  agreement  with  the  Postal  Service  is  when  your  printer  nins 
out  of  ink  or  paper,  the  Post  Office  will  deliver  those  supplies  to 
our  customers  in  their  homes.  What  we  are  effectively  doing  is  cre- 
ating more  volumes  of  packages  for  the  Post  Office  to  carry,  which, 
in  turn,  should  increase  their  fleet  utilization.  And  so,  in  that  re- 
spect, it  should  be  a  significant  benefit. 

However,  there  are  obviously  some  negatives  as  we  go  forward. 
The  Post  Office  clearly  now  is  going  to  face  more  price  competition, 
price  in  terms  of  local  delivery,  because  as  the  volume  of  local  de- 
livery expands,  so  too  will  competition. 

Secondly,  as  we  talked  about  briefly,  because  we  will  have  a  color 
printer  in  each  home,  numerous  things  that  were  normally  sent  to 
people  in  their  homes  by  advertisers  will  now  be  sent  electronically. 
So  instead  of  receiving  literature  in  your  mailbox,  you  may  receive 
it  over  your  printer.  So  that  some  of  the  traditional  revenue 
streams  that  have  come  into  the  Post  Office  will  clearly  disappear. 

We  should  not  be  surprised  about  that  nor  should  we  look  at  that 
necessarily  as  negative,  but  we  should  understand  that  traditional 
revenue  streams,  as  we  know  them  today,  are  going  to  disappear. 
So  that  as  you  start  to  think  about  the  impact  on  the  Post  Office, 
you  can  think  about  the  good  and  the  bad.  There  are  revenue  op- 
portunities and  there  are  ways  that  revenues  are  going  to  start  to 
dissipate. 

It  has  been  my  pleasant  experience,  I  must  add,  that  I  have 
worked  with  the  Postal  Service  now  for  almost  a  year-and-a-half  in 
the  development  of  the  electronic  Post  Office  and  the  local  delivery 


296 

systems;  and  I  must  tell  you  that  I  have  been  pleasantly  surprised 
by  the  reaction  of  the  Postal  Service,  both  its  management  and  its 
union  representatives,  towards  our  experiment  in  Orlando,  FL.  And 
we  look  forward  to  working  with  the  Post  Office. 

I  can  tell  you,  based  upon  our  market  research,  that  all  of  our 
customers  in  their  homes  are  excited  about  the  idea  that  they  don't 
have  to  go  down  to  the  Post  Office  in  order  to  transact  purchases 
of  stamps.  So  from  our  perspective,  we  think,  as  I  said,  there  are 
both  good  and  bad  opportunities  coming  out  of  this. 

Before  I  conclude,  I  would  like  to  say  that  Time  Warner  supports 
the  Post  Office.  We  have  worked  long  and  hard  with  them.  We  sup- 
port the  rate  increase  that  is  coming.  We  understand  that  none  of 
us  are  happy  with  rate  increases  as  they  come  along,  but  we  do 
support  this  because  we  think  it  is  important.  We  eagerly  await  the 
reclassification  proposals  that  are  coming,  because  we  think  it  is 
important  that  the  Post  Office  become  more  competitive  as  it  starts 
to  deal  with  the  future. 

Thank  you  and  I  would  be  happy  to  answer  any  questions  that 
you  might  have. 

Miss  Collins.  Thank  you  very  much,  Mr.  Holmes. 

[The  prepared  statement  of  Mr.  Holmes  follows:] 

Prepared  Statement  of  Geoffrey  Holmes,  Senior  Vice  President/Technology, 
Time  Warner,  Inc. 

Good  morning,  Mr.  Chairman.  Time  Warner  Inc.  appreciates  this  opportunity  to 
appe£ir  before  you  today  and  participate  in  this  far-sighted  hearing  about  the  Postal 
Service  and  its  role  in  an  increasingly  interactive  society.  We  believe  that  there  will 
be,  as  most  assume,  dramatic  impact  upon  the  Postal  Service,  not  all  of  it  bad,  from 
the  "electronic  superhighway."  In  fact,  as  I  will  outline  for  you,  we  are  not  only 
building  a  section  of  the  superhighway,  we  are  helping  to  engineer  some  of  that  im- 
pact upon  the  Postal  Service — with  the  Service's  cooperation.  My  name  is  Geoffrey 
Holmes  and  I  am  Senior  Vice  President/Technology  for  Time  Warner. 

Time  Warner  Inc.  is  the  world's  leading  media  and  entertainment  company,  with 
interests  in  magazine  and  book  publishing,  recorded  music  and  music  publishing, 
filmed  entertainment  and  theme  parks  and  cable  television  and  cable  television  pro- 
gramming. 

As  you  know.  Time  Wsimer  and  our  wholly-owned  publishing  subsidiary,  Time 
Inc.,  have  had  a  long  and  mutually  beneficial  relationship  with  the  Postal  Service. 
We  are  one  of  its  very  largest  customers,  mailing  well  in  excess  of  one  billion  pieces 
annually,  spread  our  the  four  principal  mailing  classes.  For  our  magazines,  such  as 
Time,  Life,  People  or  Sports  Illustrated,  our  book  series  from  Time  Life  or  selection 
from  Book  of  the  Month  Club,  or  our  promotions  or  billings  from  all  parts  of  our 
company,  we  have  always  depended  upon  and  work  hard  to  ensure  an  efficient  and 
reliable  postal  system. 

Whether  for  worksharing,  automation,  and  prebarcoding  or  simply  the  timing  of 
when  we  deliver  our  magazines  to  the  loading  docks  of  post  offices,  we  have  always 
worked  closely  with  the  Postal  Service  to  best  serve  both  our  needs.  We  anticipate 
that  our  relationship  with  the  Service  in  the  coming  electronic  era  will  be  more  of 
the  same  t3T)e  of  partnership,  and  have  already  started  down  that  road. 

Time  Warner  is  building,  as  you  may  know,  a  section  of  the  information  super- 
highway or,  as  it  is  more  formally  known,  the  National  Information  Infrastructure 
(Nil),  starting  in  Orlando,  Florida.  The  Full  Service  Network  (FSNFm,  as  we  call 
it,  is  scheduled  to  be  available  to  its  first  4000  subscribers  late  this  year.  In  my  tes- 
timony today,  I  wiU  describe:  the  FSN^t^,  how  it  works  and  what  will  be  on  it; 
agreements  we  have  recently  reached  with  the  Postal  Service  providing  what  we  be- 
lieve to  be  two  innovative  ways  for  the  Postal  Service  to  participate  upon  and  adapt 
its  services  to  the  information  superhighway — an  electronic  post  office  and  local  de- 
livery service;  and  discuss  what  Time  Warner  believes  to  be  both  the  good  and  the 
bad  news  for  the  Postal  Service  from  an  interactively  wired  nation. 
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THE  FSN"™ 


The  FSNT'^  will  be  a  fully  interactive,  switched  network.  It  will  combine  fiber  op- 
tics from  the  headend  to  a  neighborhood  node  (serving  some  500  homes)  and  coaxial 
cable  into  the  home,  with  digital  compression  and  digital  storage  to  provide  full  mo- 
tion video,  voice,  and  data  to  and  from  the  subscriber.  We  will  use  a  specially  built 
switch  by  AT&T  (asynchronous  transfer  mode  or  ATM)  which  switches  video  infor- 
mation in  the  same  way  voice  and  data  are  now  switched  in  the  conventional  tele- 
phone system.  Our  nerve  center  at  the  headend  will  be  comprised  of  high  speed 
computerized  "servers"  and  huge  storage  capacity  providing  a  vast  library  of  infor- 
mation in-house  along  with  the  potential  for  being  switched  out  to  a  wide  variety 
or  service  providers. 

The  FSNTM  is  not  a  500-channel  system.  Indeed,  it  will  render  the  concept  of 
"channels"  obsolete.  In  effect,  every  subscriber  will  have  a  dedicated  pipe  into  her 
or  his  home  over  which  a  vast  array  of  programming  or  services  can  be  provided. 
The  FSNT'^  will,  certainly,  still  offer  all  of  the  conventional  broadcast  and  cable 
channels  familiar  and  popular  around  the  country.  There  will  also  be  opportunities 
for  new  offerings  as  system  capacity  burgeons. 

The  possibilities  for  services  and  uses  of  the  system  are  virtually  endless,  limited 
only  be  the  number  of  interconnects: 

Movies  on  demand.  Digitized  movies  will  be  available  on  demand  to  subscribers, 
with  the  ability  to  fast  forward,  pause,  and  rewind,  not  to  mention  replay,  on  the 
TV  set,  without  the  use  of  a  VCR.  Up  to  25  percent  of  the  system  wall  be  able  to 
access  the  same  movie  as  others  are  viewing  it,  all  with  different  start  times,  while 
not  knowing  that  anyone  else  is  watching. 

News  on  demand.  Current  headlines  and  stories,  combined  with  in-depth,  con- 
stantly updated  analyses  will  be  available  at  all  times.  Interactive  discussions  with 
reporters  and  analysts  will  be  possible. 

Games  on  demand.  A  full  range  of  video  games  will  be  available  on  demand.  Chil- 
dren will  be  able  to  play  by  themselves,  or  with  a  friend  across  the  street  or  eventu- 
£illy,  as  the  nation  gets  wired,  across  the  country. 

Distance  learning.  Interactive  classrooms,  access  to  digitized  libraries,  and  a  vari- 
ety of  other  educational  services  will  be  available. 

Telemedicine.  Access  to  doctors  and  hospitals  for  routine  or  emergency  advice  will 
be  possible.  In  fact,  we  will  have  a  jack  for  attaching  a  video  camera  that  would, 
for  example,  permit  emergency  room  physicians  to  examine  a  sick  or  injured  child 
in  the  middle  of  the  night  to  help  determine  whether  a  trip  in  is  necessary.  Local 
Orlando  medical  personnel  suggested  this  to  us.  This  technology  also  holds  the  po- 
tential to  save  on  health  care  costs,  but  faces  major  regulatory  hurdles. 

Government  services.  An  electronic  post  office — which  I  will  both  describe  and 
show  to  you  shortly — and  updating  of  driver's  license  and  registration  information 
are  only  the  first  two  services  that  will  be  available. 

•  Banking  at  home.  The  FSN^m  will  provide  an  updated  version,  with  better 
graphics  for  what  has  become  an  almost  conventional  service  offering. 

•  Full  motion  video  conferencing  and  personal  communications  systems.  These  ad- 
vanced, enhanced  communications  services  will  be  provided  at  a  secondary  stage  of 
FSNTM  development  and  will  depend,  in  part,  on  the  evolving  state  and  federal  reg- 
ulatory environment. 

•  Home  shopping.  Infomercials,  full  motion  video  catalogues,  and  local  shopping 
for  items  such  as  hardware,  groceries  and  pizza,  will  be  available.  There  will  be, 
for  example,  the  first  interactive  television  supermarket  home  shopping  service.  It 
will  allow  a  three-dimensional  graphic  view  of  store  shelves  and  product  rotation. 

In  sum,  the  FSN^m  (and  the  rest  of  the  Nil)  will  offer  services  that,  in  a  very 
real  sense,  and  over  time,  will  be  limited  only  by  the  imagination  and  pubhc  accept- 
ance. 

THE  POSTAL  SERVICE  AND  THE  FSN 

Time  Warner  and  the  Postal  Service  have  reached  two  agreements  to  involve  the 
Service  with  the  FSN^m.  in  the  first,  USPS  will  offer  its  whole  range  of  services 
to  consumers  electronically  over  the  FSN^"'^;  in  other  words,  we  will  be  offering  an 
interactive  post  office.  In  the  second,  USPS  will  become  our  deliverer,  offering  next 
day  deliveries  of  items  purchased  from  local  commercial  outlets  or  national  distribu- 
tors with  goods  stored  at  local  outlets  or  warehouses.  Both  services,  we  believe,  rep- 
resent remarkably  innovative  departures  for  USPS,  and  evince  a  realization  that 
not  only  must  the  Service  adapt  to  the  needs  of  the  fiiture,  but  that  it  can.  These 
agreements  show  a  true  willingness  by  the  Service  to  experiment  with  embracing 
rather  than  fighting  the  future. 
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The  electronic  post  office  will  be  designed  to  offer  consumers,  in  the  comfort  of 
their  own  homes,  ah  the  services  for  which  they  now  must  go  to  a  post  office.  The 
purchase  of  stamps,  philately,  the  mailing  of  parcels  and  more,  along  with  services 
such  .as  certifying  or  registering,  all  will  be  available  interactively.  Both  delivery  of 
any  purchased  items  (e.g.  a  roll  of  stamps)  and  pick  up  of  parcels  for  mailing  will 
occur  the  next  day  a  the  consumer's  home  by  a  letter  carrier.  We  intend  by  this  ar- 
rangement to  take  advantage  of  one  of  the  real  strengths  of  the  postal  system:  its 
pervasive  delivery  structure. 

The  deliveries  will  be  at  applicable  parcel  post  rates.  It  is  our  intent  that  the  sell- 
er of  any  product  over  the  FSN^m  will  pay  the  parcel  post  rate.  For  the  purchase 
of  postal  products  as  well,  there  will  be  no  delivery  fee. 

The  system  will  operate  roughly  as  follows.  A  purchase  of  a  product  over  the 
FSNTM  will  result  in  an  electronic  "flagging"  of  that  purchase  to  USPS  at  a  central 
dispatching  point.  USPS  will  then  ensure  that  it  is  picked  up  and  delivered  by  the 
next  day.  In  addition,  the  seller  will  affix  a  special  notice  to  purchases  made  over 
the  FSNTM  so  that  the  letter  carrier  can  instantly  recognize  it  for  appropriate  han- 
dling. 

In  developing  this  delivery  arrangement,  we  have  not  been  unmindftil  of  some  of 
the  service  problems  that  the  Postal  Service  has  been  having  around  the  country. 
But  we  have  not  only  discussed  its  capability  in  depth  with  USPS,  but  its  executives 
have  recognized  the  need  for  next  day  deUvery  of  products  offered  over  the  FSN^m. 
They  understand  that  it  is  an  essential  facet  of  the  immediacy  that  the  system  of- 
fers. In  any  event,  they  have  agreed  to  deliver  on  the  next  day.  We  are  confident 
they  can  and  plan  to  give  them  every  opportunity  to  show  us  that  they  can. 

At  this  point,  I  want  to  give  you  a  sense  of  what  the  electronic  post  office  on  the 
FSN™  will  look  like  to  the  consumer,  and  how  easy  it  will  be  to  use.  The  video 
that  I  will  play  for  you  now  shows  what  the  consumer  will  encounter  when  he  or 
she  wants  to  use  the  electronic  post  office. 

Now  that  you  have  seen  the  video,  I  would  ask  you  to  recall  that  we  plan  to  place 
a  printer  in  every  home  served  by  the  FSN^m.  This  printer,  by  Hewlett  Packard, 
is  state  of  the  art  and  offers  four-color,  high  quality  printing.  Just  think  of  some 
of  the  possibilities  such  as  the  printing  of  receipts  or  replicas  of  collectors  items. 

Our  second  agreement  provides  for  local  pickup  and  delivery  of  products  pur- 
chased over  the  FSN^m,  if  they  are  inventoried  somewhere  in  the  Orlando  metro- 
politan area.  This  means  that  if  a  local  retail  outlet  has  items  in  a  store  or  at  a 
warehouse  that  are  ordered  over  the  FSNtm,  the  Postal  Service  will  pick  up  that 
item  and  deliver  it  the  next  day  to  the  consumer.  In  addition,  USPS  will  provide 
inventory  and  warehouse  management  for  selected  items  offered  for  sale  over  the 
FSNTM,  as  well  as  offering  next  day  delivery  for  those  items.  Finally,  USPS  will  rent 
some  space  to  us  in  their  warehouses  for  supplying,  repairing  or  replacing,  on  a  next 
day  basis,  our  printers  in  the  home. 

This  ambitious  undertaking  makes  even  greater  use  of  the  Postal  Service  infra- 
structure. I  want  to  reiterate  that  we  are  confident  that  they  can  do  it  and  will  give 
them  every  chance  to  do  so. 

THE  FSN'S"™  IMPACT  ON  THE  POSTAL  SERVICE 

As  I  noted  above,  there  is  both  good  news  and  bad  news  for  the  Postal  Service 
from  the  FSN^^  and,  indeed,  from  the  entire  NIL  Our  analysis,  though,  is  predi- 
cated upon  the  piece  of  the  Nil  we  know  most  about,  the  FSN^m. 

Here's  the  good  news.  The  FSN^m  can  provide  USPS  with  new  sources  of  reve- 
nues. First,  the  delivery  of  local  packages  ordered  over  the  FSN^m  is  a  new  twist 
on  a  traditional  line  of  business  for  USPS  in  parcel  post.  Second,  purchases  on  the 
FSNTM  derived  from  catalogs  presented  electronically  over  the  FSNT^or  from  tradi- 
tional printed  catalogs,  if  there  is  a  local  outlet  or  local  warehousing,  would  again 
stimulate  package  deliveries  by  USPS.  This  could  result  in  recapturing  some  market 
share  from  competitors  as  well  as  a  replacement  for  third-class  catalog  revenues  lost 
to  electronic  distribution.  Finally,  there  is  the  possibility  of  an  entirely  new  revenue 
stream  for  the  delivery  of  supplies  to  homes  for  the  printers  we  are  providing.  The 
ink  cartridges,  paper,  repaired  and  replacement  printers,  all,  as  mentioned  above, 
will  be  delivered  by  USPS.  We  understand  that  no  similar  activity  by  USPS,  which 
is  nonetheless  well  within  its  definable  potential  range  of  parcel  deUvery  activities, 
exists  today. 

There  are  other  advantages  that  may  accrue  to  USPS.  Obviously,  there  would  be 
more  utilization  of  local  fleet  vehicles,  providing  better  and  more  efficient  use.  And 
there  would  be  an  enhancing  of  the  relationship  between  USPS  and  its  customers. 
The  next  day  delivery  plan  could  offer  a  whole  new  avenue  of  satisfaction  and  ap- 
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preciation  for  a  service  that  is  well-executed.  And  that  will  redound  to  the  benefit 
of  the  entire  Postal  Service. 

Now,  here  is  the  bad  news.  The  FSNi^  clearly  will  be  one  example  of  the  direct, 
electronic  competition  that  USPS  will  be  increasingly  facing  in  the  years  ahead. 
Overall,  this  will  be  a  new  source  of  both  delivery  and  price  competition  to  USPS. 

There  are  several  aspects  of  delivery  competition  that  can  easily  be  envisioned 
right  now.  First,  consumers  will  have  the  opportunity  to  shop,  both  locally  and  na- 
tionally, electronically.  This,  obviously,  will  have  some — perhaps  heavy,  over  time — 
diminishing  impact  on  the  volume  of  catalogs  and  local  circulars  carried  by  USPS. 
Very  much  relatedly,  the  fact  that  there  will  be  a  high  quality  printer  in  the  home 
will  provide  advertisers  with  an  efficient  alternative  means  to  mailing  their  direct 
advertisements.  There  will  be  highly  specific  marketing  based  on  the  best  targeting 
method  available:  self-selection.  The  ease  of  ability  to  select  ads  for  product  cat- 
egories or  particular  items  that  a  subscriber  wants  and  then  have  them  printed  of- 
fers a  genuine  advantage  to  both  advertiser  and  FSN^m  subscriber. 

Another  aspect  of  delivery  competition  is  the  eventual  availability  of  easily  acces- 
sible electronic  mail  for  FSNt^^  subscribers.  There  will  be  no  need  to  purchase  ex- 
pensive computers  or  other  equipment  to  send  or  receive  E-Mail.  The  printing  capa- 
bility in  each  home  will  provide  both  an  extra  convenience  and  incentive  to  partici- 
pate. Obviously,  this  capacity  could  also  apply  to  the  paying  of  bills,  and  other  such 
business  correspondence  and  documentation. 

Looking  farther  ahead,  there  may  be  some  genuine  competition  to  the  print  me- 
dium from  electronic  delivery.  Right  now,  many  users  of  the  Internet  "download"  ar- 
ticles and  excerpts,  and  perhaps  even  entire  scholarly  and  popular  journals  for  elec- 
tronic perusing.  Assuming  the  much  more  user  friendly  environment  of  the  FSN^"^, 
the  potential  for  that  sort  of  activity  expands.  Particularly  as  the  graphics  and  ca- 
pacity improve,  not  to  mention  enhancing  the  printer,  the  entry  of  real  competition 
to  print  can  certainly  be  anticipated.  But  I  cannot  leave  off  here  without  noting  that 
for  such  uses  of  the  FSN^m  and  the  entire  Nil  for  that  matter,  the  full  range  of 
intellectual  property  protections  must  be  applied. 

On  the  price  side,  we  intend  to  have  a  structure  that  will  encourage,  rather  than 
discourage,  use.  As  part  of  that,  the  rates  for  placing  advertising  on  the  system,  in- 
cluding catalogs,  and  using  the  system  by  consumers,  will  be  quite  competitive.  This 
will  very  much  add  a  price  dimension  to  considerations  of  the  FSNt"^  as  an  alter- 
native for  many  of  the  historic  users  of  the  mail. 

CONCLUDING  THOUGHTS  ON  THE  POSTAL  SERVICE  AND  THE  FUTURE 

As  you  can  see,  the  message  is  mixed  for  USPS  from  the  FSN™.  We  are  quite 
gratified,  then,  that  USPS  is  not  simply  using  denial.  Its  eyes  are  wide  open.  It  is 
exploring  how  it  will  adapt  to  the  new  environment  and  bend  that  environment  to 
its  advantage  while  still  serving  its  traditional  constituencies  in  the  way  the  Amer- 
ican people  demand  through  you  and  your  colleagues,  Mr.  Chairman,  here  on  Cap- 
itol Hill. 

In  this  vein.  Time  Warner  wants  to  once  again  express  its  support  for  the  more 
generally  forward-looking  strategy  of  USPS.  Time  Warner  is  a  signatory  of  the  Set- 
tlement Agreement  filed  at  the  Postal  Rate  Commission  supporting  a  proposed 
10.3%  essentially  across-the-board  increase  in  postal  rates.  Not  only  is  this  a  modest 
increase  in  and  of  itself,  but  it  is  intended  as  an  infusion  of  cash  to  permit  the  Post- 
al Service  the  time  to  consider  how  to  reengineer  the  services  that  it  offers  its  cus- 
tomers. Principally,  this  means  pursuing  an  overhaul  of  the  classification  system 
that  has  been  in  existence  for,  I  am  told,  approximately  a  century. 

Time  Warner  also  is  greatly  intrigued  by  the  notion  of  reclassification  and  is  eager 
to  see  the  proposals  that  USPS  intends  to  recommend  later  this  year.  While  I  am 
not  a  postal  expert  and  would  have  to  refer  any  technical  questions,  reclassification 
should  position  USPS  much  better  competitively,  as  weU  as  responsively  to  its  cus- 
tomers needs.  The  paradox  of  that,  in  the  context  of  my  testimony  this  morning,  of 
course,  is  that  they  might  be  better  positioned  to  compete  with  the  FSN^m. 

But  as  a  multifaceted  company  not  only  looking  ahead  to  the  FSN^m,  but  also  re- 
maining heavily  involved  with  our  traditional  distributors  at  USPS,  we  are  quite 
content  to  accept  both  the  paradox  and  the  potential  competition.  It  will  be  good  for 
both  of  us. 

Thank  you,  Mr.  Chairman,  and  I  will  be  happy  to  answer  any  questions  that  you 
or  your  colleagues  may  have. 

Miss  Collins.  Before  I  start  the  questions,  I  would  like  to  ac- 
knowledge the  presence  of  Congresswoman  Constance  Morella  from 
Maryland  and  ask  if  she  has  an  opening  statement. 
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Mrs.  MORELLA.  No,  I  don't.  My  opening  statement  is  that  I  sim- 
ply look  forward  to  hearing  the  witnesses,  and  I  have  been  fas- 
cinated by  Mr.  Holmes's  written  as  well  as  oral  presentation.  And 
I  look  forward  to  asking  a  couple  of  questions. 

Miss  Collins.  And  also  we  were  joined  by  Congressman  Thomas 
Petri  of  Wisconsin. 

I  would  like  to  start  off  the  questions,  Mr.  Holmes,  with  what 
kind  of  charge  will  occur  to  the  purchaser  of  your  service? 

Mr.  Holmes.  There  will  be  no  incremental  cost  to  our  customers 
to  get  the  services  that  we  described  to  you,  other  than  what  they 
pay  for  their  traditional  cable  television  services.  Obviously,  when 
they  do  transactions,  that  is,  when  they  rent  a  movie,  they  will  pay 
a  movie  rental  fee.  But  the  whole  objective  of  this  is  not  to  charge 
a  customer  incremental  prices. 

In  fact,  we  believe  that  the  printer  that  we  are  going  to  put  in 
people's  homes  will  be  paid  for  by  advertisers  who  would  like  to 
reach  their  customers  in  their  homes. 

Miss  Collins.  Would  the  customer  need  a  computer? 

Mr.  Holmes.  No,  the  customer  will  not  need  a  computer.  The 
only  thing  a  customer  needs  in  order  to  do  all  the  services  we 
showed  you  is  a  television  set  and  a  remote  control. 

Miss  Collins.  I  noticed,  the  video,  there  is  a  little  ball  that 
bounced  between  the  menu  and  the  different  things  like  a  mouse. 
Would  the  remote  control  take  care  of  that? 

Mr.  Holmes.  Our  new  remote  control  will  have  a  Nintendo-type 
controller,  the  ability  to  go  left,  right,  up  or  down  in  moving  an  ob- 
ject; and  that  is  the  middle  of  the  remote  control.  Otherwise,  the 
remote  control  is  identical  to  the  remote  controls  that  consumers 
have  in  their  homes  today. 

Miss  Collins.  Now  the  cable  that  is  in  people's  homes  now,  the 
coaxial  cable  has  the  ability  for  two-way  communication? 

Mr.  Holmes.  Coaxial  cable  has  the  ability  to  communicate  two 
ways,  but  the  weakness  is  that  it  carries  radio  signals  and  jumps; 
when  you  drive  away  from  a  radio  station,  the  signal  dissipates. 
We  have  that  problem  in  cable.  So  we  have  run  stands  of  optical 
fiber  from  our  office  to  each  neighborhood.  And  then  we  connect  the 
optical  fiber  to  the  existing  coaxial  cable  plant,  and  at  that  point, 
all  the  services  that  we  can  do  then  function  over  that  network. 

So  it  is  both  cost-effective,  and  in  the  case  of  Orlando,  we  will 
build  this  whole  network,  500,000  customers,  in  about  three  years. 

Miss  Collins.  And  you  will  not  charge  the  city  or  the  customers 
for  laying  the  fiber  optics? 

Mr.  Holmes.  No. 

Miss  Collins.  So — okay,  a  couple  more  questions.  I  imagine  if  a 
customer  was  having  a  car  registration  or  license  renewal,  they 
would  use  a  charge  card  to  pay? 

Mr.  Holmes.  Yes. 

Miss  Collins.  Finally,  for  postal  workers  to  change  some  of  their 
duties,  they  would  have  to  be  trained,  wouldn't  they,  in  changing 
the  ink  or  the  paper,  whatever,  for  the  printer?  Have  you  con- 
templated that? 

Mr.  Holmes.  No,  in  the  case  of  the  printer,  to  change  the  ink, 
you  literally  insert  a  cartridge  or  pull  it  out.  So  it  is  not  our  expec- 
tation that  the  postal  delivery  workers  will  actually  take  the  ink 
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or  the  paper  into  the  homes.  They  will  just  deliver  it  the  same  way 
they  deliver  other  information  to  the  homes. 

Miss  Collins.  OK.  There  have  been  some  delays  in  setting  up 
your  full  service  network.  What  are  some  of  the  causes  of  those 
delays  and  do  you  anticipate  any  future  delays? 

Mr.  Holmes.  Our  delays  were  caused  for  two  reasons.  One,  the 
operating  system,  that  is,  the  computer  system  that  allows  our  net- 
work to  function  is  brand-new.  It  is  being  created  from  scratch,  and 
it  took  us  about  90  days  longer  to  create  that  operating  system 
than  we  had  expected,  that  is.  Time  Warner  and  its  suppliers.  So 
we  are  about  90  days  behind  where  we  thought  we  would  be. 

But  if  you  think  about  it  for  a  moment,  what  we  are  describing 
here  is  the  most  advanced  telecommunications  network  in  the 
world.  And  to  create  this  basically  from  scratch,  we  don't  think  90 
days  is  a  significant  delay. 

I  am  happy  to  tell  you  that  we  received  our  first  version  of  the 
operating  system  a  couple  of  weeks  ago,  and  we  are  quite  confident 
that  the  network  will  be  up  and  functioning  in  4,000  homes  in  Or- 
lando, FL  this  fall. 

Miss  Collins.  Four  thousand  homes  in  Orlando  in  the  fall. 

Do  you  have  a  patent  on  this? 

Mr.  Holmes.  No,  ma'am.  And  it  is  our  intent  on  this — we  are  not 
a  technology  company;  we  are  an  information  company.  It  is  our  in- 
tention to  deploy  this  architecture  throughout  all  of  Time  Warner's 
cable  systems.  Our  Chairman  has  publicly  stated  that  we  expect  to 
invent  $5  billion  of  our  own  capital,  and  we  expect  to  have  it  in 
all  of  our  systems  by  the  end  of  1998. 

Miss  Collins.  When  you  say  all  of  your  systems,  does  that  mean 
that  you  have  contracts  with  different  cities  for  cable? 

Mr.  Holmes.  Yes,  ma'am. 

Miss  Collins.  And  this  will  only  go  into  your  system? 

Mr.  Holmes.  The  service  we  showed  you  this  morning  is  our  sys- 
tem. It  is  our  intention — we  are  talking  with  the  telephone  compa- 
nies and  the  cable  companies;  it  is  our  intention  to  offer  these  serv- 
ices to  others  as  well,  both  the  cable  industry  and  the  telephone  in- 
dustry, at  least  a  number  of  the  companies  are  on  public  record 
that  they  are  going  to  build  the  same  kind  of  network  that  we  are 
going  to  build  in  Orlando,  FL;  and  as  a  major  producer  and  owner 
of  copyrights,  it  is  our  intention  to  offer  our  cop3rrights,  to  all  peo- 
ple in  the  country. 

Miss  Collins.  That  is  what  I  meant  by  patents.  So  the  other 
companies  would  pay  you  for  using  your  copyright,  pay  you  a  fee? 

Mr.  Holmes.  Think  of  it  this  way:  When  we  make  a  movie,  we 
have  a  number  of  ways  that  we  display  the  movie.  We  start  in  the 
box  office  and  then  go  to  video  cassettes  and  to  pay  television  and 
to  what  we  call  in  the  United  States,  free  television.  And  each  time 
we  do  that,  we  extract  a  revenue. 

In  this  particular  case  our  expectation  is  and  our  business  plan 
is  built  not  upon  the  fact  that  our  customers  will  spend  more 
money  on  our  services  but  that  they  will  spend  it  differently. 

The  average  household  in  America  today  spends  $16  a  month 
renting  movies.  That  is  physically  getting  in  a  car,  going  to  the 
store,  purchasing  the  movies,  taking  them  home,  watching  them 
and  taking  them  back  to  the  store.  It  is  our  expectation  and  desire 
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when  we  offer  the  same  number  of  movies  to  people  in  their  homes, 
where  they  don't  have  to  leave  their  homes,  but  in  fact  only  have 
to  push  a  button,  that  they  won't  spend  more  money  renting  mov- 
ies but  will  spend  it  more  conveniently. 

Our  business  plan  is  not  built  on  the  premise  that  people  will 
spend  more  money,  but  that  we  are  offering  services  that  are  more 
convenient;  and  I  would  argue  that  if  you  can  buy  your  postal 
stamps  in  your  home  and  not  have  to  go  to  the  Post  Office,  and 
they  can  deliver  to  your  house  the  next  day,  that  I  can't  imagine 
that  there  is  a  consumer  in  America  who  would  not  find  that  a 
more  satisf3dng  experience  than  going  to  a  Post  Office. 

Miss  Collins.  Mrs.  Morella. 

Mrs.  Morella.  The  information  superhighway  seems  to  me  to  be 
exceeding  the  speed  limit  in  terms  of  comprehending  the  marvels 
of  what  can  be  done.  Your  4,000  subscribers,  they  subscribe  them- 
selves? If  I  am  in  Orlando  would  I  say,  I  want  to  subscribe  to  this 
special  service? 

Mr.  Holmes.  That  is  correct. 

Mrs.  Morella.  And  I  would  pay  like  I  would  my  cable  TV,  but 
there  would  be  a  little  extra  charge  for  that? 

Mr.  Holmes.  No,  there  will  not  be  any  extra  charge  for  that. 

Mrs.  Morella.  If  I  take  basic  service,  there  is  no  charge  for 
that? 

Mr.  Holmes.  That  is  correct. 

Mrs.  Morella.  Four  thousand  doesn't  seem  like  a  lot.  Is  that  be- 
cause of  the  geographic  limitations  of  your  plan? 

Mr.  Holmes.  It  doesn't  seem  like  a  lot  until  you  think  about  the 
complexity  of  this  test.  We  will  invest  tens  of  millions  of  dollars  to 
get  this  test  under  way. 

It  is  uneconomic  today  for  what  we  are  doing.  It  is  our  expecta- 
tion that  about  18  months  from  now  that  the  cost  economics  of  this 
will  be  such  that  we  can  deploy  this  architecture  everywhere.  You 
have  to  start  somewhere,  and  we  are  starting  in  Orlando,  FL.  And 
4,000  homes,  customers  is  actually  the  most  ambitious  test  of  any 
of  the  tests  that  I  have  seen  announced  to  date  with  this  kind  of 
capability. 

Mrs.  Morella.  This  does  sound  very  much  like — wasn't  there  an 
agreement  that  had  been  initially  arrived  at  with  one  of  the  tele- 
phone companies.  Southwest  Bell,  and  Viacom  and  that  fell  apart? 
Is  this  the  same  concept? 

Mr.  Holmes.  Well,  there  are  a  number  of  people  who  have  talked 
about  creating  a  service.  Viacom  will  be  doing  a  test  in  Castro  Val- 
ley, outside  of  San  Francisco,  that  they  expect  to  start  up  this  year. 

Bell  Atlantic  is  going  to  be  doing  a  test  outside  of  Washington, 
DC,  so  there  are  a  number  of  tests  going  on. 

We  think  that  we  have  come  to  this  business  from  a  unique  per- 
spective; that  is,  we  are  looking  at  services  that  we  can  offer  our 
customers  that  real  people  in  their  homes  want.  We  are  not  testing 
technology,  we  are  testing  services;  and  when  you  think  about 
things  like  the  Post  Office,  interactive  shopping  malls,  et  cetera, 
that  I  think  you  will  find 

Mrs.  Morella.  There  is  competition,  except  you  say  what  you 
are  offering  is  unique. 
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Mr.  Holmes.  There  is  competition,  but  you  know,  what  we  offer, 
we  are  a  software  company.  We  create  content.  We  always  believe 
that  our  movies  are  unique — sometimes  not  unique  enough,  but 
they  are  unique. 

Mrs.  MORELLA.  I  was  thinking  about  the  emplo5rment  concept, 
that  this  may  mean  retraining  of  those  people  who  had  been  in  the 
Post  Offices  dispensing  the  stamps  and  people  in  so  many  other 
facets  of  this.  I  am  sure  that  you  have  considered  that,  or  have 
some  kind  of  a  response  to  what  happens  to  these  people. 

Mr.  Holmes.  As  I  said,  we  expect  to  invest  approximately  $5  bil- 
lion over  the  next  5V2  years. 

I  might  add  that  that  will  probably  be  slowed  down  a  little  bit 
as  a  result  of  the  recent  rulings  by  the  FCC  in  terms  of  cable  rates, 
but  we  expect  to  spend  money,  and  that  money  will  provide  a  sig- 
nificant number  of  jobs,  both  for  people  in  Orlando  and  I  am  happy 
to  say,  also,  that  all  the  electronics,  or  the  primary  source  of  all  the 
electronics  for  our  interactive  network  in  Orlando  are  supplied  by 
American  companies,  so  we  think  that  there  are  a  number  of  job 
opportunities  not  only  in  the  deployment  of  the  architecture  itself, 
but  also  in  the  creation  of  the  cable  converter  boxes  and  the  equip- 
ment behind  it. 

Mrs.  MoRELLA.  But  it  seems  as  though  we  really  do  have  to 
begin  to  think  about  doing  some  kind  of  retraining  that  would  be 
necessary  as  we  move  into  not  only  your  field,  but  in  other  ways 
as  we  move  into  the  electronic  information  superhighway. 

Mr.  Holmes.  There  is  no  question  when  you  deal  with  technology 
that  worker  training  and  worker  education  become  increasingly  im- 
portant and  that  is  one  of  the  reasons  that  we  are  going  to  be  offer- 
ing education  services.  When  you  think  about  what  we  can  do,  we 
can  take  educational  programming  of  any  nature  into  people's 
homes  now  when  they  want  it.  If  they  want  to  take  a  course  at 
night,  at  8:15  or  8:17  at  night,  they  can  pull  that  course  out  of  their 
television  set  with  the  push  of  a  button. 

Mrs.  MORELLA.  If  they  had  your  service,  could  they  reject  certain 
items  that  were  directed  to  them  that  were  not  First  Class  mail? 

Mr.  Holmes.  Our  agreement,  and  what  we  will  be  doing  in  terms 
of  utilizing  the  printer,  and  one  of  the  things — what  we  are  going 
to  do  with  the  printer  is  that  we  are  going  to  ask  our  customers 
if  they  would  be  willing  to  receive  ipformation  over  the  printer.  It 
is  their  choice. 

Mrs.  MORELLA.  What  does  that  do  to  our  political  brochures. 

Mr.  Holmes.  We  are  going  to  off'er  a  slightly  different  service, 
and  then  you  will  have  to  tell  me.  You  are  actually  doing  a  concept 
where  effectively  if  an  advertiser  pays  you — that  is,  Time  Warner — 
a  fee  to  deliver  a  brochure  over  our  electronic  printer  into  people's 
homes,  we  are  actually  going  to  take  that  fee  and  split  that  fee  be- 
tween ourselves  2ind  our  customer.  So  each  time  our  customer  re- 
ceives a  brochure  from  an  advertiser,  their  cable  bill  will  go  down. 

If  you  want  to  stop  and  think  about  it,  it  is  almost  the  opposite 
of  the  way  that  information  is  delivered  to  people's  homes  today. 
Today,  if  an  advertiser  wants  to  send  a  message  to  a  customer, 
they  pay  the  Post  Office  a  fee  for  that.  But  under  our  system,  they 
will  pay  Time  Warner  a  fee  to  deliver  that  information  and  we,  in 
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turn,  will  pay  our  customer  a  fee  to  accept  it.  Each  time  the  adver- 
tiser sends  a  message  to  our  customer,  their  cable  bill  goes  down. 

Mrs.  MORELLA.  How  fascinating. 

Well,  there  are  a  number  of  other  questions  that  I  may  have,  but 
I  guess  it  will  all  come  about  eventually  in  terms  of  how  it  is 
worked  out. 

I  mean,  I  guess  people  would  have  a  menu  about  commemorative 
stamps.  Let's  see,  I  want  this  one  or  that  one.  Is  that  right? 

Mr.  Holmes.  Yes,  one  of  the  buttons  that  you  may  not  have  been 
able  to  see  was  gifts;  and  that  is  a  significant  business  for  the  Post 
Office  today,  and  it  would  be  commemorative  stamps  and  so  on. 

Mrs.  MORELLA.  I  think  I  get  L.L.  Bean  catalogs.  How  do  I  get 
that? 

Mr.  Holmes.  I  can't  offer  you  the  L.L.  Bean  catalog,  but  I  can 
offer  you  the  Warner  Brothers  catalog.  L.L.  Bean  is  not  yet  a  sub- 
scriber to  our  service,  but  we  hope  to  have  them  shortly. 

Mrs.  MORELLA.  Well,  thank  you  very  much.  We  can  all  say  we 
heard  it  here. 

Mr.  Holmes.  Well,  we  would  also  like  you  all  to  feel  welcome — 
when  we  turn  the  network  on  in  Orlando,  we  would  love  you  to 
come  down  and  see  what  we  are  doing  and  see  how  it  physically 
functions  and  go  to  the  local  Post  Office  and  see  how  they  are  going 
to  deal  with  this  and  get  a  glimpse  of  where  the  world  is  going  to 
be. 

Thank  you  very  much. 

Miss  Collins.  I  have  a  few  more  questions.  The  first  one  is, 
what  about  unauthorized  use? 

Say  that  you  have  a  child  who  orders  porno  films  or  commemora- 
tive stamps  or  catalog  things? 

Mr.  Holmes.  We  have  a  security  system  on  the  cable  converter 
box  that  you  as  a  parent  can  set,  which  limits  what  your  kids  can 
watch  or  what  transactions  they  can  do.  So  there  is  a  security  lock- 
out that  prevents  any  unauthorized  use  or  the  viewing  of  anything 
that  you  don't  desire  your  children  to  watch. 

Miss  Collins.  So  you  can  sort  of  turn  this  off  if  you  want  to? 

Mr.  Holmes.  You,  as  a  parent,  can  turn  this  off;  we  as  the  cable 
company  cannot.  You  will  have  that  capability. 

Miss  Collins.  With  this  video  camera  that  will  go  on  top  of  each 
box,  I  see  several  things  happening.  It  means  then  that  you  need 
a  video  camera  in  each  hospital  emergency  room? 

Mr.  Holmes.  No,  that  was  the  proposal  that  we  have  received. 
We  are  not — ^because  we  do  not  yet  have  regulatory  approval  to  do 
this,  the  network  has  the  functional  capability  of  taking  pictures 
and  delivering  them  both  ways. 

The  ultimate  video  camera — if  you  want  to  think  about  it,  you 
have  read  a  lot  about  video  telephone  services  that  have  been  of- 
fered. Full  motion  video  as  we  look  at  each  other  today  is  approxi- 
mately 30  frames  of  information  every  second.  Most  of  the  video 
camera  services  function  at  somewhere  between  10  or  15  frames 
per  second.  The  picture  is  very  jerky.  The  network  has  the  func- 
tional capability  of  delivering  30  frames  per  second. 

We  don't  have  regulatory  approval.  Once  we  have  that  approval, 
from  the  consumer's  home  there  will  be  a  video  switch  to  others 
and  one  of  the  things  we  would  like  to  do  is  implement  what  they 
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call  in  Orlando,  Dial-A-Doctor  service.  They  actually  have  a  tele- 
phone service  today  where  you  can  call  into  the  emergency  room. 

What  they  would  like  us  to  do  is,  instead  of  a  telephone  service, 
doing  a  video  service  so  that  in  each  emergency  room  they  would 
have  a  video  camera  so  that  they  could  see  the  patient  in  their 
home. 

Miss  Collins.  How  could  a  customer  turn  off  this  two-way  com- 
munications so  that  someone  would  not  eavesdrop  on  what  is  going 
on  in  the  home? 

Mr.  Holmes.  Well,  first  of  all,  you  have  to  turn  it  on  in  your 
home  in  order  to  allow  it  to  function,  so  no  one  can  eavesdrop. 

Second,  because  you  have  to  turn  the  system  on — second,  because 
we  are  dealing  with  digital  information  as  opposed  to  analog  sig- 
nals, the  computer  on  the  system  is  much  more  significant  and 
much  better  than  security  over  what  you  would  call  a  traditional 
telephone  network.  It  is  much  more  difficult  when  you  are  dealing 
in  information  bits  that  are  packetized.  That  is,  we  take  a  group 
of  zeros  and  ones  and  put  them  into  a  packet  and  send  them  up 
and  down  the  network. 

It  is  much  more  difficult  for  you  to  eavesdrop  on  that  kind  of  a 
network  as  opposed  to  the  traditional  network  that  we  have  today. 

Miss  Collins.  I  understand  that  the  Government  wants  all  com- 
puters to  have  a  certain  chip  in  them  so  that  they  can  always  ac- 
cess the  home  computers.  I  have  just  been  reading  about  it  in  the 
paper — not  that  they  have  done  it,  but  that  they  want  access  to 
people's  homes  that  way — and  that  they  are  working  with  the  com- 
puter manufacturers  for  that. 

You  have  not  heard  of  that? 

Mr.  Holmes.  We  would  not  do  that  unless  it  was  legislated.  If 
we  were  legislated  to  allow  the  Government  access  into  people's 
homes,  obviously  we  would  do  that.  But  that  is  up  to  you  all.  We 
can't  control  that. 

Miss  Collins.  So  that  is  George  Orwell's  1984. 

Mr.  Holmes.  In  1994. 

Miss  Collins.  Mr.  Holmes,  if  I  am  watching  cable  TV  in  my  bed- 
room, does  that  open  the  system  all  over  the  house  where  there  is 
a  TV? 

Mr.  Holmes.  What  the  system  effectively  does  is,  on  the  lower 
channels  of  your  traditional  television  set,  as  you  think  of  it  today, 
each  television  set  will  get  traditional  cable  channels.  You  push  the 
buttons,  channel  2,  3,  17,  and  so  on.  As  you  go  up  the  system,  there 
becomes  what  I  will  call,  hypothetically,  channel  100.  And  when 
you  push  channel  100,  you  leave  the  world  of  analog  signals  behind 
and  that  goes  to  the  dedicated  channel  and  that  one  channel  allows 
you  to  access,  then,  all  of  these  other  services. 

Your  ability  to  do  that  in  one  bedroom  does  not  affect  your  ability 
to  do  that  in  either  bedroom.  So,  in  fact,  if  two  of  you  in  different 
rooms  wanted  to  access  digital  sources  of  information,  you  could  do 
that  simultaneously  with  different  sources. 

Miss  Collins.  OK.  Thank  you  very  much.  This  is  exciting. 

Mr.  Holmes.  Thank  you  very  much. 

Miss  Collins.  And  sort  of  frightening,  but  I  think  all  new  tech- 
nology is,  really. 
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Mr.  Holmes.  I  personally  don't  think  it  is  frightening.  When  you 
think  about  the  opportunity  to  access  what  you  want  when  you 
want  across  all  of  the  homes  in  America,  that  is  exciting,  not 
frightening. 

Thank  you  very  much. 

Miss  Collins.  Thank  you. 

Our  next  panel,  panel  No.  2,  will  be  John  D.  Weil,  president  and 
CEO  of  American  Envelope  Company;  and  Michael  F.  Cavanagh, 
president  of  Cavanagh  Associates. 

Welcome.  Is  that  'Weal"  or  "Wile"? 

Mr.  Weil.  It  is  "Wile." 

STATEMENTS  OF  JOHN  D,  WEIL,  PRESIDENT  AND  CEO,  AMER- 
ICAN ENVELOPE  COMPANY,  ON  BEHALF  OF  THE  ENVELOPE 
MANUFACTURERS  ASSOCIATION  OF  AMERICA;  AND  MI- 
CHAEL  F.  CAVANAGH,  PRESIDENT,  CAVANAGH  ASSOCIATES 

Miss  Collins.  Would  you  like  to  begin? 

Mr.  Weil.  Certainly. 

I  am  the  President  and  Chief  Executive  Officer  of  the  American 
Envelope  Company.  Our  business  was  founded  in  1896,  and  in  this 
past  year,  we  recorded  revenues  of  $180  million,  employing  more 
than  1,850  people  at  13  manufacturing  locations  across  the  United 
States.  Our  corporate  offices  are  located  in  Chicago. 

I  am  here  before  you  this  morning  representing  the  Envelope 
Manufacturers  Association  of  America,  a  60-year-old  association 
representing  70  percent  of  the  commercial  envelope  manufacturing 
industry  in  the  United  States.  In  the  year  just  past,  our  industry 
sold  $2.7  billion  worth  of  envelopes  in  the  United  States,  Canada 
and  Mexico. 

Our  industry  is  inexorably  tied  to  the  fate  of  the  Post  Office,  and 
as  such,  we  are  always  on  the  lookout  for  issues  which  will  impact 
the  service. 

Our  industry  has  recently  completed  a  comprehensive  examina- 
tion of  the  impact  that  electronic  technology  will  have  on  the  de- 
mand for  our  products  and  services,  and  a  copy  of  that  study  has 
been  supplied  to  the  committee.  Because  95  percent  of  our  products 
ultimately  transverse  the  Postal  System,  the  subject  that  you  are 
looking  into  is  quite  relevant  to  our  industry. 

Our  study  focused  on  a  number  of  different  technologies  includ- 
ing facsimile,  electronic  mail,  electronic  data  interchange,  or  EDI; 
and  we  also  have  examined  the  information  superhighway  and  its 
potential  impact.  We  have  identified  the  following  issues  as  poten- 
tially having  an  effect  on  our  industry  in  the  near  or  intermediate 
term. 

First,  fax  is  still  growing  at  a  significant  rate,  but  the  growth 
rates  of  stand-alone  fax  machines  have  declined  considerably  and 
fax  machines  are  being  replaced  by  the  proliferation  of  fax  boards 
which  are  installed  in  computers.  There  has  also  been  a  move  away 
from  single  machine  purchases  toward  said  networked  installation. 
We  believe  that  fax  will  continue  to  have  an  impact  on  trans- 
actional mail  and  communications  which  are  related  to  business, 
but  will  have  a  limited  impact  on  household-  or  advertising-related 
markets  for  the  present  time. 
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While  we  have  yet  to  experience  the  impact  of  the  electronic  di- 
version of  mail  to  fax,  it  undoubtedly  will  become  a  future  concern, 
and  while  our  industry  has  been  through  considerable  downsizing 
and  restructuring,  to  date,  these  efforts  have  been  aimed  at  im- 
proving operating  performance  as  opposed  to  a  response  to  a  pro- 
spective decline  in  the  unit  volume  of  mail. 

Electronic  mail,  according  to  our  study,  will  be  the  true  tech- 
nology success  story  if  our  findings  prove  to  be  correct.  We  are  fore- 
casting tremendous  growth  for  this  technology  as  traditional  bar- 
riers between  the  home  office  and  the  traditional  office  come  down. 
The  paper  basis  for  making  credit  card  pajrments  and  filing  health 
insurance  claims,  for  submitting  tax  filings,  as  well  as  buying 
through  the  mail  will  undoubtedly  compromise  the  current  unit 
mail  volume. 

The  growth  rate  for  E  mail  applications  during  the  mid-1990s  is 
estimated  to  be  as  high  as  45  percent  for  business,  but  lower  for 
consumer  applications.  As  the  technology  becomes  more  ubiquitous, 
we  expect  to  see  it  competing  favorably  with  postal  products  includ- 
ing bank  statements,  credit  card  bills,  invoices,  utility  bills,  insur- 
ance documents,  international  mailings,  form  letters  and  some 
catalogs  and  direct  advertising. 

The  demand  for  our  industry's  products  will  most  certainly  de- 
cline as  a  result  of  the  growth  of  electronic  mail.  Many  current 
companies  will  exit  the  industry  as  competition  prunes  the  weaker 
competitors  from  the  industry's  list  of  already  shaky  participants, 
a  trend  which  began  in  the  late  1980s  and  is  expected  to  continue 
at  a  faster  rate  over  the  next  10  years. 

The  third  technology  known  as  electronic  data  interchange,  or 
EDI,  also  has  a  real  potential  to  displace  current  postal  products. 
As  recently  as  1990,  expenditures  for  EDI  products  amounted  to 
less  than  $200  million;  and  only  2  years  later,  this  amount  has  in- 
creased to  over  300  million;  and  the  estimates  for  purchases  by  the 
year  1996  are  projected  to  double  to  more  $600  million. 

As  an  example  of  the  potential  of  this  technology,  the  Canadian 
Government  has  a  goal  of  creating  what  they  refer  to  as  a 
paperless  administrative  process,  which  would  ultimately  represent 
a  reduction  of  1.7  billion  internal  governmental  transactions.  Imag- 
ine what  this  would  translate  into  for  our  Federal  Government  ac- 
tivities and  the  implications  for  our  industry  which  derives  more 
than  3  percent  of  its  unit  volume  for  Federal  Government  con- 
tracts. 

Even  if  the  paperless  government  is  a  long  ways  down  the  road, 
EDI  will  have  an  increasing  impact  on  intergovernmental  and  busi- 
ness-to-business communications.  While  the  Postal  Service  may  ul- 
timately be  able  to  take  advantage  of  this  technology  by  providing 
their  own  form  of  EDI  service,  they  will  find  the  competition  fierce 
and  certainly  more  fleet  of  foot  than  the  historical  track  record  of 
the  Postal  Service.  This  suggests  this  could  be  an  emerging  tech- 
nology for  a  new  market. 

Finally,  the  information  superhighway  which  has  been  discussed 
this  morning  will  most  certainly  be  littered  with  Postal  Service 
products  and  services.  Ninety-eight  percent  of  U.S.  households 
have  televisions  and  two-thirds  of  those  homes  have  more  than  one 
set  with  the  average  set  being  on  more  than  an  astounding  7  hours 
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a  day,  and  the  average  American  glued  to  the  tube  for  more  than 
3  hours  per  day.  As  such,  television  represents  a  very  powerful 
communications  medium. 

Cable,  satellite  dishes,  digital  transmissions,  all  of  these  tech- 
nologies are  proliferating  at  an  alarming  pace,  and  although  it  may 
be  another  10  to  20  years  before  the  technology  alters  the  fabric 
of  contemporary  communications,  there  is  little  doubt  that  it  will 
have  a  significant  impact. 

And  while  studies  show  that  shopping  in  the  malls  is  still  pre- 
ferred to  shopping  by  computer,  that  many  home  computers  are 
terribly  underutilized,  that  many  people  still  can't  program  their 
VCRs,  and  that  55  percent  of  households  are  characterized  as 
technophobic,  certainly  the  tail  end  of  my  generation,  the  baby 
boomer  generation,  all  of  the  X-generation,  and  ultimately  those 
which  will  succeed  it,  will  accord  the  information  superhighway  a 
great  deal  more  receptiveness  than  it  currently  may  be  receiving. 

Now,  before  I  present  some  suggestions  for  the  committee's  re- 
view, I  would  like  to  provide  you  with  our  perception  of  the  Na- 
tion's Postal  Service  in  order  to  frame  our  comments  more  effec- 
tively. 

The  U.S.  Postal  Service,  as  you  know,  is  one  of  the  largest  cor- 
porations in  our  country,  processing  almost  170  billion  communica- 
tions messages  per  year,  touching  every  household  in  America,  and 
generating  revenues  of  nearly  $50  billion  per  year.  And  while  the 
news  media  has  chosen  to  focus  on  the  Service's  failures  and  ex- 
cesses, it  is  still  the  best  Postal  Service  in  the  world  by  a  consider- 
able margin  and  the  rates  that  we  pay  for  those  services  in  the 
United  States  are  considerably  below  most  of  those  in  the  rest  of 
the  world. 

The  Postal  Service  plays  a  considerable  role  in  how  business  is 
done  in  our  country  and  how  citizens  communicate  with  each  other. 
From  tax  returns  to  holiday  greeting  CEirds,  every  American  relies 
upon  the  U.S.  Postal  Service  every  day  of  their  lives,  and  without 
it,  economic  growth  would  be  severely  curtailed. 

America  desperately  needs  a  mail  system  that  will  continue  to 
bind  us  together.  If  we  permit  it  to  deteriorate  due  to  the  ineffec- 
tual actions  of  postal  management  or  due  to  our  own  indifference 
to  this  important  national  communications  system,  its  impact  on 
our  fabric  of  life  and  future  prosperity  will  be  forever  compromised. 
We  need  to  take  whatever  steps  can  be  taken  to  ensure  that  our 
national  system  of  mail  delivery  survives  itself  as  well  as  the  intru- 
sion of  new  technology. 

Let  me  suggest  some  possible  actions  that  you  may  wish  to  con- 
sider as  you  continue  to  examine  the  future  of  the  Service. 

First,  and  most  importantly,  lowering  unit  costs  and  dramatically 
improving  productivity  are  absolutely  essential.  No  business  can 
survive  today  without  moving  towards  a  low-cost  producer  status, 
and  the  Postal  Service  is  not  immune  from  this  consideration.  Un- 
fortunately, more  than  83  percent  of  the  Postal  Service's  expendi- 
tures are  for  employee-related  expenses,  and  despite  the  Service's 
express  goal  of  reducing  these  expenses,  they  have  increased,  espe- 
cially when  you  consider  that  another  5  percent  of  their  total  cost 
relates  to  prior-period  employee-related  expenses. 
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One  cannot  help  but  draw  the  conclusion  that  despite  their  best 
intentions,  the  U.S.  Postal  Service  management  is  at  a  loss  to  deal 
with  this  sensitive  issue.  Because  of  this,  there  are  simply  not 
enough  nonemployee-related  expenses  to  be  reduced  sufficiently  to 
impact  the  Postal  Service's  expense  base.  And  if  total  costs  cannot 
be  lowered  sufficiently,  the  pace  at  which  the  Service  will  move  to- 
wards its  demise  will  quicken. 

Management  is  moribund  when  it  comes  to  dealing  with  em- 
ployee-related expenditures  and  even  more  so  when  it  comes  to 
dealing  with  the  unions  representing  those  employees.  No  private 
corporation  guarantees  lifetime  employment  and  yet  postal  employ- 
ees with  more  than  5  to  6  years  of  service  are  essentially  guaran- 
teed that.  And  I  might  add  at  salary  and  benefit  levels  that  are 
more  than  competitive  with  the  private  sector. 

Ultimately,  if  this  issue  can't  be  dealt  with  effectively,  there  will 
be  little  need  to  worry  about  the  impact  of  technology  on  the  U.S. 
Postal  Service. 

Another  example  of  an  area  that  needs  attention  is  the  explosion 
of  capital  costs.  According  to  the  Kappel  Commission's  1968  report, 
at  the  time,  fixed  asset  investment  per  employee  amounted  to  a  lit- 
tle more  than  $1,100;  25  years  later,  that  investment  has  risen  15- 
fold  to  more  than  $17,000  per  employee  despite  the  fact  that  pro- 
ductivity improvements  have  been  woefully  short  of  projections. 

The  Service  will  continue  to  remain  vulnerable  to  more  cost-effec- 
tive technologies. 

In  our  company,  Madam  Chair,  if  employee-related  costs  were  al- 
lowed to  increase  at  the  rate  permitted  by  Postal  Service  manage- 
ment, or  if  I  failed  to  obtain  significant  productivity  and  service  im- 
provements as  a  function  of  capital  investment,  as  Postal  Service 
management  has  been  permitted  to  do,  I  can  assure  you  that  our 
board  would  actively  be  seeking  my  replacement. 

Just  as  private  sector  organizations  have  begun  to  learn  how  to 
take  care  of  customers,  the  Postal  Service  can  do  something  to  im- 
prove its  performance  and  slow  the  intrusion  of  electronic  tech- 
nologies by  focusing  on  what  every  postal  customer  is  entitled  to, 
delivery. 

Customers  want  to  know  that  mail  delivery  will  be  consistent, 
that  it  will  be  timely  and  that  it  will  be  reliable;  or  they  will  seek 
the  available  delivery  alternatives.  Partnering  with  private  sector 
firms  can  help  the  Service  to  focus  on  this  important  service  initia- 
tive; and  as  an  example,  staffing  levels  could  be  set  to  avoid  per- 
formance inconsistencies.  And  if  we  could  use  available  work  shar- 
ing discounts  as  a  delivery  flow  buffer,  then  we  could  potentially 
reduce  employee-related  costs  significantly. 

Every  workday,  the  264,000  city  and  rural  letter  carriers  of  the 
Postal  Service  hand-deliver  mail  to  more  than  122  million  house- 
holds and  business  addresses.  If  business  mailers  were  offered 
healthy  rate  incentives  to  prepare,  barcode,  presort  and  transport 
the  mail  via  private  concerns  through  geographically  related  Post 
Offices,  then  the  U.S.P.S.  would  create  the  delivery  buffer  that 
would  assist  it  in  meeting  its  objectives. 

Other  successful  partnering  activities  would  provide  the  Service 
with  an  opportunity  to  insulate  itself  from  impending  technological 
development,  to  improve  service  and  to  better  utilize  the  capabili- 
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ties  of  its  employees.  While  this  initiative  would  require  a  signifi- 
cant cultural  change,  without  such  change  most  assuredly,  in  my 
judgment,  there  will  be  continuing  erosion  of  the  existing  Postal 
Service  market  with  the  Postal  Service  ultimately  becoming  the  de- 
livery service  of  last  resort. 

We  would  also  encourage  you  to  undertake  a  review  of  the  Reor- 
ganization Act,  with  attention  focused  on  what  could  be  accom- 
plished initially  without  the  requirement  for  statutory  change.  If 
statutory  change  is  ultimately  determined  to  be  necessary,  then  we 
would  urge  you  to  move  forward  on  a  very  deliberate  basis,  this 
being  an  essential  strategy  to  control  the  process.  And  although  the 
history  of  Blue  Ribbon  type  commissions  is  quite  checkered,  we 
urge  you  to  not  rule  out  any  initiative  that  provides  a  future  of 
promise. 

Developing  the  broadest  base  of  input  possible  is  essential  to 
evaluating  the  future  of  the  Service.  Forcing  the  Postal  Service  to 
provide  annual  forecasts  of  technology  would  help  you  in  your  over- 
sight role,  and  inviting  outside  experts  to  comment  to  the  Post- 
master General's  report  would  provide  a  more  objective  perspective 
on  what  truly  needs  to  be  accomplished. 

This  committee  should  express  to  the  administration  the  impor- 
tant role  the  Postal  Service  plays  in  the  national  communications 
infrastructure.  If  the  administration  is  going  to  commit  funding  to 
the  creation  of  or  federalizing  of  an  information  infrastructure, 
then  the  physical  delivery  of  communications  messages  needs  to  be 
integrated  effectively  with  the  electronic  technology. 

Madam  Chair,  I  want  to  thank  you  for  allowing  me  the  time  this 
morning  to  present  the  views  of  our  association  to  you  and  the  com- 
mittee. A  copy  of  our  complete  remarks  has  been  included  to  your 
already  overloaded  files,  but  we  hope  that  you  will  take  the  time 
to  review  our  conclusions. 

There  are,  unfortunately,  as  you  will  hear  time  and  time  again, 
no  easy  solutions  to  the  problems  that  the  Postal  Service  is  con- 
fronting. But  clearly  the  present  course  is  unacceptable  to  our  in- 
dustry and  to  others  and,  most  importantly,  to  the  general  public 
which  it  services. 

We  are  grateful  to  have  been  granted  this  opportunity  to  address 
you  and  the  committee  this  morning. 

Miss  Collins.  Thank  you  very  much,  Mr.  Weil.  We  will  hold  the 
questions  until  Mr.  Cavanagh's  testimony. 

[The  prepared  statement  of  Mr.  Weil  follows:] 

Prepared  Statement  of  John  D.  Weil,  President  and  CEO,  American  Envelope 
Company,  on  Behalf  of  the  Envelope  Manufacturers  Association  of  America 

Good  Morning  Mr.  Chairman.  My  name  is  John  D.  Weil,  and  I  am  the  President 
and  Chief  Executive  Officer  of  American  Envelope  Company.  My  company  was 
founded  in  1896.  Oxir  company  has  sales  of  approximately  $180.2  million  dollars  per 
year  and  employs  1850  people.  Our  headquarters  is  in  Chicago,  Illinois.  I  am  here 
today  representing  the  Envelope  Manufacturers  Association  of  America.  0\ir  Asso- 
ciation, which  is  60  years  old,  represents  70  percent  of  the  commercial  Envelope 
Manufacturing  Industry  in  the  United  States.  Last  year,  our  industry  sold  $2.7  bil- 
lion dollars  of  envelops  throughout  the  United  States,  Canada  and  Mexico. 

So  What  Do  Envelopes  and  the  Subject  of  Today's  Hearing  Have  In  Common? 
Only  technology. 

Our  Association  has  just  completed  an  examination  of  the  impact  that  technology 
will  have  on  the  demand  for  envelopes.  Since  almost  95  percent  of  the  envelopes 
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which  are  manufactured  transverse  the  Postal  System,  the  subject  of  today's  hear- 
ings are  most  relevant  to  the  conclusions  of  our  study. 

Our  study  examined  a  number  of  different  technologies  to  include  FAX,  Electronic 
Mail,  Electronic  Data  Interchange  or  EDI,  and  we  also  looked  into  the  Information 
Superhighway  or  whatever  it  is  ciurently  being  called. 

FAX 

We  found  that  FAX  is  still  growing  at  a  significant  rate  although  the  direction 
of  growth  has  changed.  Stand  alone  FAX  machine  installations  are  now  beginning 
to  significantly  grow  outside  the  United  States,  while  in  the  United  States  we  see 
more  business-wide  integrated  FAX  systems  and  FAX  boards  being  placed  in  the 
back  of  computers  in  small  businesses.  More  in-home  businesses  are  beginning  to 
transmit  business  correspondence  by  FAX,  but  the  ordering  of  goods  by  FAX  is  still 
not  pervasive.  The  growth  in  FAX  placement  has  also  seen  FAX  sales  move  from 
a  single  machine  retail  purchase  to  part  of  a  hardware  and  software  solution  on  a 
computer  network. 

I  am  sure  that  this  committee  is  well  aware  of  the  flattening  of  first  class  mail 
growth  since  1989  in  Postal  Service  statistics.  It  is  our  feehng  that  FAX  will  con- 
tinue to  have  an  impact  on  transactional  maU  or  business-to-business  communica- 
tions, but  limited  impact  on  the  household  or  advertising  mail  market  for  the 
present.  The  actual  displacement  of  mail  volume  by  FAX  is  most  difficult  to  quantify 
since  some  mail  volume  is  being  lost  to  alternative  delivery  service  providers  and 
others  to  different  electronic  technologies.  Needless  to  say,  FAX  technology  will  have 
an  impact. 

The  envelope  industry  has  not  yet  experienced  the  impact  of  the  electronic  diver- 
sion of  mail  to  FAX.  While  we  have  gone  through  some  merger  and  consolidation, 
we  have  lost  manufacturing  companies,  downsized  our  plants,  and  we  have  accom- 
plished these  actions  more  to  improve  operating  performance  than  as  a  response  to 
the  quality  of  mail.  In  fact,  at  the  end  of  1993  our  new  order  rate  was  up  12  percent 
from  the  beginning  of  the  year. 

ELECTRONIC  MAIL 

The  real  technology  success  story  will  be  in  electronic  mail  according  to  our  study. 
We  see  FAX  continuing  to  look  more  and  more  Uke  electronic  mail.  As  the  Internet 
and  the  other  components  of  our  national  information  infrastructure  begin  to  take 
shape,  we  see  a  tremendous  growth  in  new  users  of  electronic  mail.  At  this  point 
we  see  the  home  office  and  the  business  office  becoming  one.  While  we  still  do  not 
see  many  consumers  moving  on  to  electronic  mail  to  accomplish  much  of  their  day- 
to-day  communication,  nevertheless  growth  wiU  continue.  This  growth  in  electronic 
mail  will  divert  such  mail  pieces  as  credit  card  payments,  health  insurance  claims, 
tax  fiUngs,  and  some  mail  orders.  There  are  still  many  issues  to  be  worked  out  in- 
cluding privacy  and  fraud. 

We  believe  that  we  could  conservatively  expect  a  mid-1990's  growth  rate  in  elec- 
tronic mail  use  in  businesses  to  be  approximately  45  percent.  We  see  consumer  use 
growing  much  more  slowly,  but  still  growing.  As  electronic  messaging  becomes  more 
rule-based  and  more  ubiquitous,  we  see  it  beginning  to  compete  against  other  postal 
products  including  bank  statements,  credit  card  biUs,  invoices,  utility  bills,  insur- 
ance documents,  international  mail,  form  letters  and  some  catalogs  and  direct  ad- 
vertising. 

Envelope  demand  may  diminish  as  a  result  of  this  growth.  You  must  keep  in  mind 
that  the  bulk  of  our  products  go  into  the  Third-Class  mail  stream  which  will  see 
less  of  an  immediate  impact  than  the  First-Class  mail  stream.  However,  as  the 
First-Class  mail  stream  declines,  we  will  experience  a  considerable  increase  in  com- 
petition for  the  business  that  is  left  which  wiU  mean  that  many  of  the  companies 
who  have  difficulty  competing  may  have  to  exit  the  market  or  find  new  business 
lines.  Again,  we  see  this  erosion  happening  slowly  over  the  next  ten  years.  It  may 
be  some  time  before  we  see  a  significant  impact  on  envelope  volimie. 

ELECTRONIC  DATA  INTERCHANGE  (EDI) 

We  beUeve  that  EDI  has  more  of  a  potential  to  replace  significant  parts  of  the 
Postal  Service's  mail  volume  than  many  give  it  credit.  In  1990,  user  expenditures 
for  EDI  software  and  services  in  North  America  totalled  $196  million  dollars.  By 
the  end  of  1992,  EDI  expenditures  had  grown  to  $283  miUion,  and  projections  show 
a  growth  curve  to  $596  milUon  by  1996.  Last  year,  the  Canadian  Comptroller  Gen- 
eral indicated  that  it  was  his  personal  goal  to  make  the  federal  government's  inter- 
nal administrative  process  of  finance,  personnel,  purchasing  and  administration 
paperless.  That  would  mean  1.7  biUion  internal  government  transactions  would  be 
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accomplished  via  EDI.  The  Canadian  Government  would  also  anticipate  using  EDI 
to  collect  more  than  $50  million  in  direct  deposit  payments  from  businesses. 

Needless  to  say,  we  are  all  still  waiting  for  the  "paperless  government."  But  EDI 
has  tremendous  potential  to  speed  the  collection  of  deposits  owed  to  our  Govern- 
ment. It  has  great  potential  in  inter-governmental  correspondence,  and  it  will  cer- 
tainly have  a  significant  impact  on  business-to-business  correspondence.  We  believe 
that  the  initial  impact  of  EDI  on  envelope  demand  will  have  a  pronounced  effect 
on  business-to-business  first  class  mail  and  the  $100  miUion  per  year  Federal  and 
State  usage  of  envelopes.  We  beUeve  that  all  governments  will  move  quickly  to  use 
EDI  to  speed  up  official  correspondence  and  make  the  operation  of  government  more 
efficient.  Again,  the  average  American  household  will  be  more  driven  to  electronic 
mail  than  to  EDI. 

For  our  Postal  System  there  may  actually  be  an  upside  to  EDI.  Many  postal  sys- 
tems throughout  the  world  are  moving  to  implement  EDI  posts.  These  posts  enable 
these  postal  services  to  electronically  transmit  documents  to  the  nearest  delivery  lo- 
cation where  the  documents  are  enveloped,  sorted  and  delivered.  It  may  be  difficult 
for  the  United  States  Postal  Service  to  enter  this  arena,  since  there  are  already 
many  service  providers  in  existence.  However,  the  integration  of  this  technology  into 
mail  delivery  alternatives,  at  least,  should  be  explored  by  the  Postal  Service  if  they 
are  not  doing  so  already. 

THE  INFORMATION  SUPERHIGHWAY 

If  there  ever  was  a  "buzzword"  of  the  1990's,  it  is  Information  Superhighway, 
Electronic  Superhighway,  Multimedia  Superhighway,  Infobahn  .  .  .  you  pick  the 
designation.  Each  of  these  words  define  a  national  communications  infrastructure 
which  integrates  the  spoken  word  with  the  written  word  with  pictures.  Over  93  mil- 
lion Americans  have  televisions  in  their  homes  which  represents  about  98  percent 
of  all  U.S.  households.  About  two-thirds  of  these  homes  have  more  than  one  set.  Ac- 
cording to  Neilsen  statistics,  the  average  TV  set  is  on  around  seven  hours  per  day, 
and  the  average  American  watches  TV  between  three  to  four  hours  per  day. 

Television  truly  has  become  our  most  powerful  communications  medium.  Yet  we 
are  using  much  the  same  technology  as  we  did  in  the  1970's.  We  have  a  nation  that 
is  now  tied  together  with  millions  of  miles  of  cable  wire.  We  have  satellites  to 
bounce  back  signals  to  ground  stations  and  immensely  powerful  receivers.  Yet,  the 
integration  of  all  of  this  technology  into  one  powerful  information  system  is  yet  a 
dream  for  many.  The  costs  of  digital  communication  are  very  expensive,  and  it  will 
take  a  great  deal  of  time  and  money  to  move  us  toward  an  integrated  communica- 
tions system.  We  are  still  in  the  process  of  trying  to  agree  upon  transmission  stand- 
ards, develop  cost-effective  equipment  and  create  the  infrastructure  on  which  the 
superhighway  will  run.  It  may  take  20  years  before  we  see  a  viable  electronic  super- 
highway that  serves  the  average  citizen  and  has  enough  capability  to  make  us  want 
to  buy  through  our  home  television,  computer  or  phone  rather  than  going  to  the 
shopping  mall.  We  will  see  an  immense  amount  of  progress  in  the  next  10  years, 
some  successes  and  many  failures.  Ultimately,  we  will  see  a  national  integrated 
communications  system  built. 

But  many  of  us  have  still  not  joined  the  computer  generation.  If  we  have  comput- 
ers in  our  homes,  we  do  not  use  them.  We  still  prefer  to  shop,  not  only  because  we 
must,  but  because  it  is  pleasing  to  us.  I  am  sure  many  at  this  hearing  still  cannot 
program  their  own  VCR  or  their  car  radio  for  that  matter.  In  fact,  a  large  proportion 
of  the  American  population  is  "technophobic."  Dell  Computer  Company  of  Austin, 
Texas  annually  does  a  consvuner  survey.  In  their  most  recent  survey  they  reported 
that  55  percent  of  their  respondents  were  "technophobic",  51  percent  of  their  re- 
spondents find  technology  difficult  to  understand  and  58  percent  find  the  rapid  rate 
of  change  confusing.  It  is  interesting  to  note  that  Dell  reports  that  25  percent  of 
their  respondents  would  not  use  a  computer  unless  they  were  "forced  to."  Our  move- 
ment towards  the  Information  Superhighway  will  be  slow  and  will  likely  be 
generational.  You  and  I  may  never  fiiUy  experience  handling  all  of  our  communica- 
tion via  the  Super  Highway.  We  will  use  components  of  this  infrastructure  which 
will  be  solwly  built  in  much  the  same  manner  as  our  Interstate  Highway  System 
has  been  built  in  this  country.  Needless  to  say,  it  will  be  quite  some  time  before 
the  Information  Superhighway  has  any  quantifiable  impact  on  envelope  demand. 

OUR  NATIONAL  SYSTEM  OF  MAIL  DELIVERY 

We  have  one  of  the  largest  systems  of  mail  delivery  in  the  world.  Our  government 
not  only  owns  one  of  the  largest  corporations  with  one  of  the  largest  work  forces, 
but  that  corporation  processes  will  be  in  excess  of  170  billion  communications  mes- 
sages per  year  in  all  shapes,  sizes  and  weights.  We  seem  to  ampUfy  only  the  nega- 
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tive  stories  about  our  system  of  mail  delivery.  We  hold  press  conferences  when  mail 
is  not  delivered  and  television  coverage  is  enhanced  when  a  shooting  of  a  postal  em- 
ployee or  a  layoff  takes  place. 

But  we  are  a  nation  of  small  communities  with  citizens  who  depend  on  the  postal 
worker  to  help  them  communicate  with  one  another.  The  bills  usually  come  whether 
we  want  them  to  or  not,  and  we  usually  have  our  payments  delivered  in  a  timely 
manner  also.  Every  holiday  we  greet  one  another  through  our  mail  system,  many 
of  us  greet  oiu-  government  with  a  tax  return  in  the  mail,  and  we  use  the  mail  to 
express  our  opinions  to  our  elected  leaders  and  they  to  the  citizens  that  they  rep- 
resent. 

America  needs  a  mail  system  that  is  contemporary  and  continues  to  "bind  us  to- 
gether." We  will  miss  our  national  system  of  mail  delivery  if  it  is  allowed  to  degrade, 
due  not  only  to  the  actions  of  postal  management,  but  to  our  own  lack  of  concern 
for  this  important  part  of  ovir  national  communications  infrastructure.  We  need  to 
be  sure  that  we  take  the  necessary  steps  to  ensure  that  our  national  system  of  mail 
dehvery  survives  itself  and  the  intrusion  of  new  technology.  Some  elements  of  our 
mail  system  may,  by  necessity,  become  less  efficient. 

Let  me  suggest  some  possible  actions  that  you  might  wish  to  consider.  Mr.  Chair- 
man, as  you  continue  to  look  at  the  future  of  our  national  postal  system. 

1.  From  all  that  we  have  read,  it  would  seem  that  the  real  challenge  to  the  Postal 
Service  is  lowering  costs  and  improving  productivity.  In  1968,  the  Kappel  Commis- 
sion reported  that  the  ratio  of  employee-related  costs  to  the  total  postal  budget  was 
80.3  percent.  In  essence,  eighty  cents  of  every  postal  dollar  was  used  to  offset  em- 
ployee-related costs.  Today,  that  figure  stands  at  80.8  percent,  and  that  does  not  in- 
clude another  5  percent  for  prior-vear  employee-related  costs.  In  a  quarter-century, 
the  ratio  of  employee  costs  to  total  budget  has  remained  virtually  unchanged.  Postal 
cost  control  and,  specifically,  labor  cost  and  productivity  improvement  must  be  im- 

E roved  if  the  Postal  Service  is  to  compete  with  the  technologies  which  I  have  out- 
ned  above. 

2.  Let  me  give  you  another  example  of  an  aspect  of  postal  operations  that  also 
needs  renewed  focus.  In  its  June  1968  report,  the  Kappel  Commission  found  that 
the  net  fixed  asset  investment  per-postal-employee  averaged  $1,145.  By  fiscal  year 
1993,  this  net  average  had  increased  to  $16,810  per-postal-employee.  Thus,  over  the 
last  25  years  the  capital  asset  investment  per  postal  employee  has  risen  15-fold.  Ap- 
parently, this  tremendous  increase  in  capital  costs  has  not  assisted  the  Postal  Serv- 
ice in  either  significantly  increasing  productivity  or  in  lowering  their  personnel 
costs.  If  the  Postal  Service  cannot  make  these  assets  more  productive  we  would 
wonder  what  benefit  these  capital  investments  have  provided  to  the  Postal  Service. 
Again,  this  is  an  example  of  where  the  Postal  Service  is  vulnerable  to  more  cost- 
effective  technologies. 

3.  The  Postal  Service  can  improve  its  performance  and  slow  the  pace  of  techno- 
logical intrusion.  It  can  do  so  by  focusing  on  what  the  postal  customer  really 
wants — delivery!  Customers  want  assurance  that  postal  delivery  will  be  consistent 
...  if  it  is  not  they  will  move  to  other  delivery  alternatives.  A  private  sector 
partnering  process  can  help  the  Postal  Service  to  achieve  this  important  objective. 
Mr.  Chairman,  the  Postal  Service  cannot  currently  buffer  its  delivery  system  from 
mail  inflow.  In  essence,  it  must  present  the  same  level  of  staffing  regardless  of  the 
mail  flow  in  anticipation  of  an  average  maU  flow.  This  delivery  "by  guess  and  by 
golly"  system  is  resulting  in  the  performance  inconsistencies  which  we  are  all  seeing 
in  Postal  Service  operating  statistics.  If  we  could  more  efficiently  use  work  sharing 
discounts  as  the  dehvery  flow  buffer,  we  could  potentially  significantly  reduce  em- 
ployee-related costs.  In  essence,  we  should  be  using  the  rate  discount  structure  to 
outsource  non-core  businesses. 

Every  workday,  the  264,000  city  and  rural  letter  carriers  of  the  Postal  Service 
hand-deliver  mail  to  122  million  household  and  business  addresses.  If  all  business 
mailers  were  offered  healthy  rate  incentives  to  prepare,  barcode,  presort  and  trans- 
port mail  via  private  entrepreneurs,  to  geographically  dispersed  destination  post  of- 
fices, the  Postal  Service  could  create  that  dehvery  buffer  that  would  assist  it  in 
meeting  performance  and  reUability  targets.  Even  the  consumer  would  benefit  under 
a  mail  preparation  and  delivery  incentive  program.  If  citizens  were  given  the  oppor- 
tunity to  enter  their  letters  through  private  entrepreneurs  who  could  provide  or 
amend  addressing  and  barcoding,  work  load  could  be  improved.  There  is  a  precedent 
for  these  services  that  goes  back  to  the  1850's. 

Through  this  process  of  private-sector  partnering,  I  believe  that  the  Postal  Service 
would  be  capable  of  creating  a  better  hedge  on  technology,  to  protect  valuable  mar- 
kets which  they  are  in,  to  improve  their  service  and  better  utihze  the  strengths  of 
their  existing  employees.  The  creation  of  privatized  destination  entry  services  and 
transportation  and  services  partnering  could  also  offer  a  significant  economic  stimu- 
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lus  to  smaller  businesses,  as  well  as  effectively  use  the  operating  capacities  of  many 
business  mailers.  This  process  would  require  a  significant  cultiu-al  change  for  the 
Postal  Service,  but  without  such  change  I  only  see  further  and  steady  erosion  of  the 
existing  Postal  Service  market  and,  potentially,  the  Postal  Service  becoming  the  de- 
livery service  of  last  resort. 

4.  We  would  urge  caution  in  opening  up  the  Postal  Reorganization  Act  to  legisla- 
tive changes.  The  history  of  the  Reorganization  Act  is  full  of  the  great  difficulties 
which  were  experienced  by  all  parties  in  trying  to  move  from  the  old  Post  Office 
Department  to  a  more  modem  Postal  Service.  It  would  seem  that  opening  up  this 
important  law  might  create  more,  rather  than  less,  difficulties.  We  beUeve  that  at- 
tention should  be  focused  on  what  can  be  accomplished  without  statutory  changes 
first.  We  do  find  ourselves  in  agreement  with  many  in  the  mailing  industry  who  are 
calling  for  the  formation  of  a  "Blue  Ribbon"  Commission  to  look  into  technology  and 
its  impact  on  the  Postal  Service.  If  such  a  commission  were  given  a  narrow  enough 
focus,  we  feel  that  some  benefit  could  be  achieved  by  their  work. 

5.  It  would  seem  appropriate  for  the  Postal  Service  to  deliver  an  annual  tech- 
nology forecast  to  the  committee  to  assist  you  in  your  oversight  role.  That  forecast 
would  deal  with  the  growth  in  competing  technology  and  the  Postmaster  General's 
best  assessment  of  the  impact  of  that  technology  on  mail  volume.  In  conjunction 
with  this  annual  forecast,  we  would  suggest  that  you  consider  inviting  in  outside 
experts  to  comment  on  the  Postmaster  General's  report.  This  would  provide  you 
with  information  that  either  confirms  or  contradicts  the  findings  of  the  technology 
forecast. 

6.  We  would  also  believe  that  this  committee  should  consider  expressing  to  the 
administration  the  important  part  that  the  Postal  Service  plays  in  the  national  com- 
munications infrastructure.  If  the  administration  is  going  to  commit  large  amounts 
of  funds  to  the  creation  or  federalizing  of  an  information  infrastructure,  then  the 
physical  delivery  of  communications  messages  needs  to  be  integrated  with  the  elec- 
tronic delivery  of  messages.  I  wonder  if  any  member  of  the  administration  has  ever 
testified  before  this  committee  on  that  subject? 

Mr.  Chairman,  1  wish  to  thank  you  for  allowing  us  to  present  our  thoughts  to  the 
committee  this  morning.  We  have  included  a  copy  of  our  study  to  add  to  your  over- 
loaded files,  but  we  do  hope  that  you  will  take  time  to  read  some  of  our  conclusions. 
The  Envelope  Manufacturing  Industry  is  honored  to  have  this  time  to  present  our 
thoughts. 

Thank  you. 

Miss  Collins.  At  this  time,  I  would  like  to  recognize  Congress- 
man Melvin  Watt  of  North  Carolina  and  ask  him  if  he  has  any 
comments  for  the  record. 

Mr.  Watt.  I  am  just  happy  to  be  here  and  hear  all  the  informa- 
tion about  the  emerging  technologies  and  this  industry.  So  I  will 
reserve  any  opening  comments  and  submit  them  for  the  record. 

Miss  Collins.  Thank  you  very  much. 

At  this  time,  we  will  hear  the  testimony  of  Michael  Cavanagh, 
President  of  Cavanagh  Associates. 

Mr.  Cavanagh.  Thank  you  very  much.  Good  morning,  Madam 
Chair  and  Congressman  Watt.  It  is  a  great  pleasure  to  be  here  as 
a  former  professional  staff  member  of  this  committee,  back  in  my 
youth.  I  am  very  pleased  to  present  this  testimony. 

I  do  have  involvement  in  a  number  of  postal  organizations  at  the 
present  time,  but  I  am  speaking  today  solely  for  myself  and  opin- 
ions that  I  have,  based  on  my  experience. 

With  respect  to  technology,  most  notably  I  was  the  founding  Ex- 
ecutive Director  of  The  Electronic  Mail  Association  in  1983.  I 
served  in  that  position  until  last  year,  at  which  time  the  group  had 
grown  to  over — to  about  400  member  companies. 

Most  relevant  to  these  hearings,  Madam  Chair,  in  recent  months, 
I  have  held  two  conferences  that  have  explored  specifically  the  is- 
sues relating  to  new  technologies  and  their  impact  on  the  future  of 
the  Postal  Service;  and  from  these  conferences  and  other  research, 
I  have  amassed  a  rather  sizable  inventory  on  high-tech  trends. 
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But  rather  than  recite  a  litany  of  advances  in  computers  and 
telecommunications,  what  I  would  like  to  do  in  this  brief  testimony 
is  make  several  observations  about  the  future  challenges  of  the 
Postal  Service  and  strategies  that  should  be  employed.  It  is  my  un- 
derstanding that  the  committee  is  looking  for  opinions  on  the  deli- 
cate issues  surrounding  the  Postal  Service's  future,  and  that  is 
what  I  will  focus  on. 

Let  me  quickly  say,  parenthetically,  however,  all  one  needs  to  do 
is  look  in  the  press  of  the  past  week  to  see  the  kinds  of  extraor- 
dinary technological  changes  that  clearly  have  an  impact  on  the 
Postal  Service — everything  from  the  announcement  by  Xerox  of 
their  new  open  document  services  architecture  that  will  allow  orga- 
nizations to  take  information  created  in  one  plant,  in  one  facility, 
move  it  electronically  to  its  local  destinating  area  and  have  it  print- 
ed out  locally;  the  results  of  recent  studies  on  facsimile  and  its  con- 
tinued growth  that  we  can  expect  in  the  years  ahead;  the  an- 
nouncement by  banks  of  a  major  new  corporate  payment  system 
that  is  designed  to  get  inventories,  payment,  and  various  billings 
out  of  paper  because  it  is  too  expensive  to  use;  and  perhaps  the 
most  interesting  of  all,  last  Wednesday's  New  York  Times,  an  arti- 
cle by  John  Marcov  noting  that  the  video  game  players  that  are 
now  being  put — being  made  available  and  put  onto  televisions  have 
more  processing  and  computer  power  today  than  did  the  first  Cray 
supercomputer  in  the  mid-1970s.  They  are  coming  out  within  the 
next  year  for  $500.  Every  kid  who  wants  to  play  with  that  particu- 
lar system  will  have  more  computing  power  than  did  the  scientists 
in  the  mid-1970s,  as  they  were  doing  the  most  important  research 
in  our  country. 

And  by  the  way,  as  the  article  notes,  this  will  allow  two-way 
communication,  in  some  ways  perhaps  competitive  to  Time  War- 
ner's system,  and  allow  two-way  communication  into  the  home. 

At  any  rate,  to  my  mind,  we  must  make  the  judgment  of  whether 
or  not  we  are  in  the  midst  of  a  technological  revolution  brought 
about  by  computer  and  communications  innovations.  Clearly,  this 
is  happening.  Madam  Chair,  as  everyone  in  our  society  knows. 
What  is  much  more  complicated  is  whether  or  not  this  revolution 
will  directly  impact  postal  volume. 

The  Postmaster  General  has  said  that  faxes  and  E-mail  have  al- 
ready taken  potential  growth  away  from  the  mail  system.  Clearly, 
that  is  the  case.  The  question  is,  however,  will  this  diversion  grow 
and  not  only  lessen  the  growth  rate  of  mail,  but  actually  relate  to 
significant  declines  in  absolute  postal  volume.  In  a  word,  I  believe 
the  answer  clearly  is  yes — not  by  next  Thursday,  but  certainly 
within  a  relatively  short  period  of  time  when  we  think  about  the 
$50-billion-a-year  entity  that  we  are  talking  about  that  employs 
700,000  people  and  delivers  to  every  home  in  our  country. 

All  one  needs  to  do  is  listen  to  Microsoft  Chairman  Bill  Gates, 
as  he  spoke  last  week  to  the  Electronic  Mail  Association,  when  he 
talked  about  a  new  era  of  convergence  of  personal  computers,  fax. 
E-mail  and  group  ware  to  understand  that  the  foundations  that 
have  been  built  over  the  past  decade  will  present  Americans  at 
work  and  at  home  with  communications  options  that  are  truly  as- 
tounding. 

We  are,  indeed,  in  the  midst  of  a  very  significant  revolution. 
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Given  that,  how  do  we  begin  to  take  action?  First  of  all,  while 
I  believe  that  responsible  and  very  knowledgeable  people  can  argue 
about  the  impact  of  technology  on  the  Postal  Service  in  1998  versus 
2003,  after  careful  analysis,  we  all  should  be  able  to  agree  that  new 
technologies  will  certainly  threaten  our  Nation's  postal  system  by 
the  year  2014,  which  is  20  years  from  today.  If  we  can  simply  gain 
consensus  in  the  postal  world  on  that  point,  then  Madam  Chair,  I 
think  we  can  act  and  indeed  I  think  it  is  essential  that  we  act. 

Quite  simply,  we  need  to  make  a  rough  approximation  of  what 
a  leaner  and  meaner  Postal  Service  will  look  like  in  2014,  and  then 
begin  moving  toward  that  goal,  one-twentieth  at  a  time,  every  sin- 
gle year  for  20  years. 

Alternatively,  we  can  do  nothing  and  possibly  see  the  entire  sys- 
tem collapse  within  10  to  20  years. 

The  advantages  of  a  phased  contraction — and  really  that  is  the 
point  that  I  am  making  here — is  that  we  need  to  be  ready  for  what 
the  volume  trends  will  look  like  20  years  from  now.  The  advan- 
tages are  many.  Because  if  computers  go  away  in  3  years — some- 
thing I  certainly  wouldn't  count  on  and  I  don't  think  anyone 
should — only  three-twentieths  of  the  changes  will  have  been  made. 
And,  therefore,  all  we  will  have  is  a  bit  leaner  Postal  Service;  and 
that  might  not  be  such  a  bad  thing  for  conventional  reasons  as 
well. 

Also,  a  phased  approach  can  give  public  support  over  a  period  of 
time  for  eventually  tough  steps  that  have  to  be  taken.  Also,  of 
course,  we  should  note  that  a  phased  approach  would  mean,  over 
a  20-year  period,  that  we  would  not  have  to  do  much  in  the  way 
of  retraining  and  that  we  certainly  would  not  have  to  do  anything 
in  the  way  of  removing  postal  workers  from  their  jobs.  Attrition 
would  allow  us  to  move  down  to  a  level  that  we  might  need  to  get 
to  in  the  year  2014. 

So  the  advice  that  I  would  give  the  U.S.  Postal  Service  is:  Just 
do  it.  And,  hopefully,  those  of  us  in  the  postal  community  will  be 
supportive.  I  don't  think  we  need  any  fancy  commissions  or  blue 
ribbon  task  forces  to  study  technology.  In  fact,  I  genuinely  worry 
that  this  could  divert  attention  if  we  say  that  we  don't  have  to  do 
anything  for  3  or  4  years,  we  will  wait  until  we  have  a  blue  ribbon 
panel. 

I  think  the  postal  community,  certainly  led  on  Capitol  Hill  by 
this  committee,  can  take  the  information  and  make  judgments 
about  where  things  are  going. 

So  I  genuinely  say  the  potential  for  a  very  strong  Postal  Service 
15  and  20  and,  indeed,  30  years  from  now — it  will,  as  I  view  things, 
be  smaller  than  it  is  today,  but  it  still  will  be  a  major,  identifiable, 
national  public  service. 

Now,  the  other  key  issue  I  would  like  to  briefly  address  this 
morning  is  what  should  the  Postal  Service  do  to  become  part  of, 
where  appropriate,  the  so-called  information  highway?  This  is  a 
delicate  issue  that  raises  a  number  of  complex  issues  relating  to 
priorities  and  to  competition.  Having  said  that,  however,  I  must 
say  that  I  genuinely  see  a  thoughtful  and  concerned  approach 
being  applied  by  Marvin  Runyon  and  Bill  Henderson  and  Bob 
Reisner  and  the  other  top  postal  executives  responsible  for  making 
these  decisions. 
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I  think  it  is  quite  appropriate  for  the  Postal  Service  to  explore 
ways  to  make  better  use  of  its  delivery  capacity  with  new  services, 
like  delivery  with  respect  to  home  shopping  on  interactive  cable 
TV.  And  I  do  think  we  should  applaud  the  Postal  Service  for  the 
work  that  they  are  doing  with  Time  Warner.  I  think  this  is  very 
significant. 

We  do  need  to  remember,  however,  given  this  home  shopping  ex- 
ample, that  Parcel  Post  provides  only  a  small  percentage  of  postal 
revenues;  and  if  we  are  talking  about  much  quicker  delivery,  which 
was  discussed  with  you  this  morning,  one  has  to  wonder  what  the 
additional  costs  put  on  the  product  will  be  and  whether  or  not  that 
will  be  a  consumer  choice  that  people  will  make. 

In  the  end — and  that  being  typical  of  all  of  the  different  issues 
that  the  Postal  Service  will  play  in  relation  to  becoming  part  of  the 
information  highway.  In  the  end,  the  Postal  Service  is  faced  with 
a  fundamental  question:  Will  it,  as  a  $50-billion-per-year  entity,  be 
able  to  innovate  to  the  degree  that  it  creates  dozens  upon  dozens 
of  highly  profitable,  multihundred-million-dollar  new  businesses? 
Keep  in  mind,  if  they  do,  several  dozen  new  100-million-dollar  busi- 
nesses— we  are  only  talking  about  a  couple  of  billion  dollars  on  a 
$50-billion-a-year  organization;  and  that  number  will  grow. 

I  think  that  it  is  unlikely  that  this  level  of  innovation  is  going 
to  happen,  I  am  afraid.  And  that  is  something  that  the  Postmaster 
General  really  did  not  address  clearly  in  his  testimony  on  April 
14th,  here,  before  this  committee. 

Indeed,  one  might  have  been  given  the  impression  from  his  testi- 
mony that  new  postal  products,  some  high-tech  and  others  conven- 
tional, will  fully  replace  diverted  mail  volume;  and  I  think  that  is 
unlikely  to  be  the  case.  And  let  me  also  note  that,  of  course,  Mr. 
Runyon  has  a  difficult  job  and  is  facing  a  number  of  challenges.  I 
don't  say  that  he  necessarily  had  to  make  that  statement  on  April 
14th,  but  at  some  point  I  think  it  has  to  be  addressed  clearly. 

I  will  say,  for  example,  that  Mr.  Runyon's  support,  just  to  raise 
a  current  postal  issue,  of  the  10.3  percent  rate  proposal  is  an  im- 
portant one  because  it  suggests  that  the  Postal  Service  recognizes 
that  you  can't  simply  charge  whatever  you  want  to  the  American 
public  anymore,  because  the  Postal  Service  is  challenged  by  com- 
petitors and  new  technology  and  otherwise. 

So  I  think — this  criticism  is  not  meant  to  say  that  it  is  not  some- 
thing that  the  Postmaster  General  isn't  thinking  about  and  that  he 
is  not  taking  actions  that  are  consistent  with  moving  in  the  direc- 
tion we  need  to  move  in.  But  I  would  like  to  have  seen  more  on 
April  14th.  Specifically,  the  problem  of  solely  talking  about 
U.S.P.S.  products,  of  course,  is  that  any  kind  of  cost  reduction  pro- 
gram like  the  one  I  have  been  talking  about,  will  be  ignored. 

In  his  testimony  before  the  committee  on  April  14th,  Mr.  Runyon 
talked  about  efforts  to  bring  additional  revenue  from  U.S.P.S.  phys- 
ical assets  and  creating  a  technological  game  plan  for  the  next  cen- 
tury. Again,  I  applaud  these  efforts,  but  can  these  initiatives  really 
provide  enough  revenues  to  counterbalance  volume  erosion,  erosion 
that  Mr.  Runyon  says  has  already  begun? 

In  sum,  Madam  Chair,  I  believe  we  must  do  the  following.  First, 
we  should  make  a  long-term  judgment  about  technology  and  its  im- 
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pact  on  the  physical  movement  of  paper  in  the  form  of  letters,  bills, 
statements,  et  cetera; 

Two,  if  we  judge  the  changes  likely  down  the  road,  we  should 
urge  the  Postal  Service  to  prepare  a  long-term  series  of  steps  to  cut 
costs  significantly  over  a  20-year  period,  and  urge  that  these  cut- 
backs and  reductions  in  costs  come  incrementally  one-twentieth  at 
a  time; 

Third,  we  must  carefully  examine  the  questionable  likelihood 
that  entirely  new  Postal  Service  products  and  services  will  produce 
the  billions  of  dollars  necessary  to  offset  diversion  caused  by  new 
technologies;  and 

Fourth,  after  we  have  made  that  judgment,  we  should  examine 
proposed  new  postal  products  on  their  own  merits,  not  as  vehicles 
for  making  incredible  sums  of  money.  Viewed  in  the  more  reason- 
able context  of  providing  service  to  the  American  public,  hopefully 
we  can  find  many  worthy  products  to  endorse. 

I  have  considerable  data  from  my  conferences  and  other  work, 
and  I  would  be  very  happy  to  submit  these  materials  to  the  staff 
as  appropriate. 

Thank  you. 

[The  prepared  statement  of  Mr.  Cavanagh  follows:] 

Prepared  Statement  of  Michael  F.  Cavanagh,  President,  Cavanagh 
Associates 

Good  morning,  Mr.  Chairman,  My  name  is  Michael  F.  Cavanagh.  I  am  President 
of  Cavanagh  Associates,  an  Arlington,  Virginia-based  consulting  firm.  From  Novem- 
ber 1973  until  February  1980,  I  served  as  a  professional  staff  assistant  on  the  ma- 
jority staff  of  this  committee.  In  February  1980  I  estabUshed  my  consvilting  firm  and 
have  been  involved  in  both  postal  and  high  technology  issues  ever  since. 

I  have  served  as  Executive  Director  of  what  is  now  the  National  Postal  Policy 
Council,  a  trade  association  comprised  of  very  large  predominately  first  class  mail- 
ers, since  1982.  I  also  serve  as  a  member  of  the  Board  of  Directors  of  the  Mailers 
Council,  the  umbrella  group  of  postal  trade  associations  and  large  mailers.  I  do  not 
speak  for  those  groups  today.  The  observation  I  make  will  strictly  be  my  own. 

With  respect  to  technology,  I  was  the  founding  Executive  Director  of  The  Elec- 
tronic Mail  Association  in  1983.  When  I  left  that  position  last  year,  the  group  had 
grown  fi-om  eight  founders  to  almost  400  members  companies.  Currently,  I  am  in 
the  creation  of  a  wireless  data  trade  association. 

Most  relevant  for  these  hearings,  Mr.  Chairman,  in  recent  months  I  have  held  two 
conferences  that  have  explored  issues  relating  to  new  technologies  and  their  impact 
on  the  future  of  the  Postal  Service.  From  these  conferences  and  other  research,  I 
have  amassed  a  rather  sizable  inventory  on  high  tech  trends. 

Rather  than  recite  a  litany  of  advances  in  computers  and  telecommunications, 
however,  what  I  would  Uke  to  do  in  this  brief  testimony,  Mr.  Chairman,  is  to  make 
several  observations  about  futiu-e  challenges  to  the  Postal  Service  and  strategies 
that  should  be  employed.  It  is  my  understanding  that  the  committee  is  looking  for 
opinions  on  the  delicate  issues  surrounding  the  Postal  Service's  fiiture,  and  that  is 
what  I  wiU  focus  on.  •      u         j  * 

To  begin  with,  we  must  make  the  judgment  of  whether  or  not  we  are  m  the  midst 
of  a  technological  revolution  brought  about  by  computer  and  communications  inno- 
vations. 

Clearly,  this  is  happening,  Mr.  Chairman,  as  almost  everyone  in  our  society 
knows.  What  is  much  more  complicated  is  whether  or  not  this  revolution  will  di- 
rectly impact  postal  volume.  The  Postmaster  General  has  said  that  faxes  and  e-mail 
have  already  taken  potential  growth  away  from  the  mail  system.  The  question  is, 
however,  will  this  diversion  grow  and  not  only  lessen  the  growth  rate  of  mail,  but 
actually  result  in  significant  declines  in  absolute  volume? 

In  a  word,  I  believe  the  answer  is  YES,  not  by  next  Thursday,  but  certainly  within 
a  relatively  short  period  of  time.  All  that  one  needs  to  do  is  to  listen  to  Microsoft  s 
Bill  Gates,  as  he  spoke  last  week  about  the  new  era  of  convergence  of  personal  com- 
puters, fax,  e-mail  and  groupware  to  understand  that  foundations  built  over  the 
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past  decade  will  present  Americans  at  work  and  at  home  with  communications  op- 
tions that  are  truly  astounding. 

We  are  indeed  in  the  midst  of  a  very  significant  revolution. 

Given  that,  how  do  we  begin  to  take  action?  First  of  all,  I  believe  that  while  re- 
sponsible and  very  knowledgeable  people  can  argue  about  the  impact  of  technology 
in  1988  versus  2003,  after  careful  analysis  we  all  should  be  able  to  agree  that  new 
technologies  will  certainly  threaten  our  nation's  mail  system  by  the  year  2014,  20 
years  from  today. 

If  we  can  gain  that  consensus  in  the  postal  policy  world,  Mr.  Chairman,  we  should 
act.  Indeed,  it  is  essential  that  we  act. 

Quite  simply,  we  need  to  make  a  rough  approximation  of  what  a  "leaner  and 
meaner"  Postal  Service  will  look  like  in  2014,  and  then  begin  moving  toward  that 
goal  one  twentieth  at  a  time  every  single  year  for  the  next  20  years. 

Alternatively,  we  can  do  nothing  and  possible  see  the  entire  system  collapse  with- 
in ten  to  twenty  years. 

The  advantages  of  a  phased  contraction  are  many,  of  course.  If  computers  go  away 
in  three  years,  something  I  wouldn't  count  on,  only  three  twentieths  of  the  changes 
will  have  been  made.  Also,  a  phased  approach  can  build  public  support  over  a  period 
of  time  for  the  tough  steps  that  must  be  taken. 

So,  the  advice  I  would  give  to  the  United  States  Postal  Service  is,  just  do  it,  and 
hopefully  those  of  us  in  the  postal  community  wiU  be  supportive.  We  don't  need 
fancy  commissions  or  blue  ribbon  task  forces  to  study  technology,  in  fact,  I  worry 
those  could  divert  attention. 

I  genuinely  see  a  strong  Postal  Service  15  and  20  and  30  years  from  now.  It  will 
be  smaller  than  today,  but  it  stiU  will  be  a  major  identifiable  national  public  service. 

The  other  key  issue  I  would  like  to  briefly  address  this  morning  is  what  should 
the  USPS  do  to  become  apart,  where  appropriate,  of  the  so-called  information  high- 
way. 

This  is  a  delicat-:  issue,  Mr.  Chairman,  that  raises  a  number  of  complex  policy 
questions  relating  to  priorities  and  competition.  Having  said  that,  however,  I  must 
say  that  I  see  a  thoughtful  approach  being  applied  by  Marvin  Runyon,  Bill  Hender- 
son, Bob  Reisner  and  the  other  top  postal  executives  responsible  for  making  these 
decisions. 

It  is  quite  appropriate  for  the  Service  to  explore  ways  to  better  make  use  of  its 
delivery  capacity  with  new  services  like  home-shopping  on  interactive  cable  TV.  In- 
deed, we  should  applaud  the  Postal  Service.  We  do  need  to  remember,  however, 
given  this  home-shopping  example,  that  parcel  post  provides  only  a  tiny  percentage 
of  postal  revenues. 

In  the  end,  the  Postal  Service  is  faced  with  a  fundamental  question.  Will  it,  as 
a  $50  billion  year  entity,  be  able  to  innovate  to  the  degree  that  it  creates  dozens 
upon  dozens  of  highly  profitable  multi-hundred  miUion  dollar  new  businesses?  I 
think  that  is  unlikely,  and  I'm  afraid  that  is  something  that,  the  Postmaster  General 
was  not  anxious  to  address  in  his  testimony  here  on  April  14.  Indeed,  one  might 
have  been  given  the  impression  that  new  postal  products,  some  high  tech  and  others 
conventional,  will  fully  replace  diverted  mail  volume. 

The  problem  with  solely  taking  about  new  USPS  products,  of  course,  is  that  any 
kind  of  cost  reduction  program  will  be  ignored.  In  his  testimony  before  this  commit- 
tee on  April  14,  Mr.  Runyon  tedked  about  efforts  to  bring  additional  revenue  from 
USPS  physicEd  assets,  and  creating  a  technological  game  plan  for  the  next  century. 
In  general,  1  applaud  each  of  these  efforts,  but  can  these  initiatives  reaUy  provide 
enough  revenues  to  counterbalance  volume  erosion,  erosion  Mr.  Runyon  candidly 
says  has  already  begun?  That  is  something  that  the  PMG  did  not  face  squarely,  at 
least  not  on  April  14. 

In  sum,  Mr.  Chairman,  I  believe  we  must  do  the  following: 

(1)  We  should  make  a  long-term  judgment  about  technology  and  its  impact  on  the 
physical  movement  of  paper  in  the  form  of  letters,  bills,  statements,  etc. 

(2)  If  we  judge  that  change  is  Ukely  down  the  road,  we  should  urge  the  Postal 
Service  to  prepare  a  long-term  series  of  steps  to  cut  costs  significantly  over  a  20 
year  period,  and  urge  that  these  cutbacks  come  incrementally. 

(3)  We  must  carefully  examine  the  questionable  likelihood  that  entirely  new  USPS 
products  and  serxaces  will  produce  the  billions  of  dollars  necessary  to  offset  diver- 
sion caused  by  new  technologies. 

(4)  We  should  examine  proposed  new  postal  products  on  their  own  merits,  not  as 
vehicles  for  making  incredible  sums  of  money.  Viewed  in  the  more  reasonable  con- 
text of  providing  service  to  the  American  public,  hopefully  we  can  find  many  worthy 
projects  to  endorse. 

Again,  I  have  considerable  data  from  my  conferences  and  other  work,  Mr.  Chair- 
man. I  wovild  be  happy  to  submit  these  materials  to  your  staff. 
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Thank  you  very  much. 

Miss  Collins.  Thank  you  very  much,  Mr.  Cavanagh. 

You  paint  a  very  gloomy  picture  for  the  survival  of  the  Postal 
Service,  as  we  know  it;  and  I  believe  that  you  are  correct  that  we 
are  not  adequately  preparing  for  the  change  in  new  technology. 

What  this  will  mean  to  the  thousands  of  postal  employees  listen- 
ing to  this  testimony — I  would  immediately  try  to  get  another  job. 
The  only  problem  is,  the  same  thing  that  is  happening  in  the  Post- 
al Service  is  what  has  already  happened  in  the  automobile  indus- 
try; and  pretty  soon  you  wonder  where  the  jobs  will  be,  if  there  will 
be  jobs.  And  you  would  think  that  some  of  the  world's  great  think- 
ers would  at  this  time  be  putting  their  minds  to  see,  what  are  the 
needs  of  the  2 1st  century? 

Maybe  you  don't  need  40-hour  work  weeks.  Maybe  you  need  20- 
hour — 10-hour  work  weeks.  Maybe  you  don't  need  5  days,  maybe 
2  days,  and — in  which  case,  then  you  have  to  decide  where  the  lei- 
sure will  be  spent  and  how  will  you  finance  the  services? 

And  I  think  that  from  the  testimony  we  have  had  this  morning, 
everything  I  have  heard  has  pointed  to  this  change  in  direction; 
and  I  don't  know  if  the  social  sciences  are  keeping  pace  with  the 
scientific  revolutions  that  are  going  on  from  information. 

Mr.  Weil,  in  your  testimony,  you  say  there  will  be  an  erosion  of 
first  class  mail.  How  soon  do  you  expect  that  erosion  to  take  place? 
Last  week? 

Mrs.  Morella  answered  it  "last  week." 

Mrs.  Morella.  I  facetiously  said  "last  week." 

Mr.  Weil.  Obviously,  it  depends  upon  your  perspective  here. 

When  I  began  in  this  industry  23  years  ago,  I  was  discouraged 
by  people  who  were  talking  about  a  checkless  society.  And  obvi- 
ously over  the  last  quarter-century,  the  growth  in  checks  has  been 
quite  significant.  So  I  think  expert  prognostications  here  are  not 
what  is  called  for. 

My  own  personal  opinion  is  that  over  the  next  3  to  5  years,  the 
growth  will  be  at  relatively  low  levels;  and  that  sometime  after 
that  5-year  timeframe,  those  technologies  which  are  emerging 
today  will  have  been  significantly  exposed  to  the  public  in  general, 
and  will  have  been  tested  by  commercial  businesses,  and  those  that 
are  found  to  be  cost  effective  and  successful  will  begin  to  take  off 
at  a  much  greater  rate. 

From  our  own  industry's  point  of  view,  obviously,  we  have  felt 
the  impact  of  fax  machines  and  electronic  data  interchange  and 
automatic  teller  machines  and  Einy  kind  of  electronic  transfer;  and 
what  has  occurred  since  the  late  1980's,  and  continuing  on  into  the 
1990's,  is  a  limit  on  the  growth  of  unit  mail  volume.  Our  industry, 
which  had  been  a  $3-billion-a-year  business  shrank  to  a  $2.5  billion 
base  and  has  seen  some  modest  growth  in  the  past  year,  but  is  ex- 
pecting that  total  unit  volume  will  decline  significantly  in  the  fore- 
seeable future;  and  it  will  occur  modestly,  as  I  said,  over  the  next 
couple  of  years.  But  inexorably,  because  of  the  inherent  cost  advan- 
tage of  electronic  technologies  and  because  of  the  Postal  Service 
having  to  compete  with  every  electrical  outlet  in  every  home,  in 
every  business  in  the  United  States,  there  will  come  a  time  when 
the  cost  of  communications  will  favor  electronics  by  a  considerable 
margin.  And  as  that  happens,  there  is  no  escaping  the  competitive 
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disadvantage  that  the  Postal  Service  will  have  to  confront,  irrespec- 
tive of  its  motives,  intentions  or  abilities  to  control  increasing  ex- 
penditures. 

Miss  Collins.  It  seems  Mr.  Holmes,  who  testified  before  you, 
sees  the  Post  Office  changing  its  direction;  instead  of  processing 
mail,  becoming  almost  more  of  a  delivery  agent.  The  business  that 
would  be  taken  care  of  through  the  superhighway  network  would 
facilitate  the  Postal  Service  delivering  the  stamps  or  delivering  the 
merchandise  and  that  type  of  activity. 

But  what  would  happen  to  the  envelope  industry  if 

Mr.  Weil.  Well,  I  am  not  sure  that  I  want  to  speculate  on  that 
publicly,  but  I  think  when  we  have  talked  about  this  within  our 
own  corporation  or  when  we  have  discussed  it  within  the  context 
of  the  trade  association,  clearly,  there  is  going  to  be  significant  re- 
duction in  the  number  of  firms  that  are  competing  in  our  business. 
And  if  we  talk  about  it  in  terms  of  there  being  safety  in  size,  that 
is,  the  largest  firms  being  able  to  handle  the  change  more  effec- 
tively than  the  smaller-  and  medium-sized  firms,  and  the  niche 
players  being  able  to  establish  a  position  in  the  marketplace  on  the 
basis  of  their  ability  to  provide  unique  products  and  services  at  a 
cost  advantage — the  middle  players,  the  medium-sized  companies, 
who  are  the  ones  who  are  at  risk  in  my  judgment — ^but  in  any 
event,  when  you  are  carving  up  a  significantly  smaller  buy,  there 
is  going  to  be  some  fallout. 

We  have  seen  it  already.  There  have  been  36  companies  in  our 
industry  who  has  gone  out  of  business  in  the  last  5  years,  and  we 
expect  that  trend  to  continue. 

Miss  Collins.  Thank  you. 

Mr.  Cavanagh,  you  feel  that  the  Postal  Service  is  not  doing 
enough  to  plan  for  the  future  to  maintain — can  you  tell  us  briefly 
what  you  think  they  should  be  doing? 

Mr.  Cavanagh.  Yes.  The  Postal  Service  has  an  awful  lot  on  its 
plate  right  now.  Mr.  Runyon  is  faced  with  an  enormous  number  of 
challenges.  As  I  said,  I  think  some  of  the  things  that  have  been 
done,  I  think  seeking  to  hold  down  the  rate — the  next  rate  increase 
is  an  example  of  some  recognition  of  the  importance  of  keeping 
your  prices  in  line  with  what  your  customers  will  pay. 

I  think  there  has  been  a  restructuring  that  might  well  be 
thought  of  in  a  1980's-1990's  kind  of  concept  of  making  your  orga- 
nization more  efficient.  Clearly,  there  are  problems  now  that  have 
to  be  dealt  with.  So  they  are  facing  an  awful  lot. 

I  do  feel  strongly,  however,  having  said  that,  that  there  must  be 
two  different  sides  to  the  element  of  looking  to  the  future.  I  ap- 
plaud the  fact — I  genuinely  do,  and  I  am  genuinely  very  impressed; 
I  mentioned — ^besides  Mr.  Runyon,  I  mentioned  Bill  Henderson,  the 
senior  vice  president  for  marketing  and  Bob  Reisner,  the  new  vice 
president  for  technology  applications,  these  are  bright,  bright  peo- 
ple who  want  to  do  things  that  make  sense. 

However,  the  numbers  just  don't  add  up  to  me  in  terms  of  saying 
that  that  is  all  that  the  Postal  Service  has  to  do.  They  will  come 
up  with  $100  million  after  $100  miUion  after  $100  million  of  suc- 
cessful new  business  that  hasn't  even  been  thought  of.  If  we  are 
going  to  make  changes  that  will  be  the  least  wrenching,  most  im- 
portantly for  postal  workers — ^because,  in  fact,  they  are  the  ones 
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who  live  the  Postal  Service  every  day — if  one  pushes  this  system 
off  a  cliff,  then  they  will  have  big  problems  very  quickly. 

I  think  if  we  make  judgments  that  can  be  stretched,  I  say  a  20- 
year  time  frame — ^maybe  someone  who  is  the  president  of  an  enve- 
lope company  would  want  to  see  things  done  more  quickly  than 
that,  but  I  suggest  20-year  incremental  moves  to  pare  back  and 
control  some  of  the  costs  that  are  unnecessary,  given  the  hard 
choices  that  we  have  to  make;  and  that  way  you  don't  need  to  fire 
postal  employees. 

You  don't  need  to  suddenly  change  postal  customers'  level  of 
service.  You  just  incrementally  take  steps  to  make  the  best  judg- 
ment that,  hey,  we  know  that  20  years  from  now — if  we  don't  know 
what  the  difference  between  1998  and  2003  is,  we  certainly  know 
20  years  down  the  road  that  technology  is  going  to  be  the  way  we 
pay  our  bills  and  do  a  lot  of  things  we  do  by  the  Postal  Service 
now.  So  let's  take  the  steps  that  are  necessary  to  get  ready  for  it. 
Miss  Collins.  Well,  the  only  problem  with  that  is  that  tech- 
nology usually  does  not  follow  our  time  frame. 

Mr.  Cavanagh.  Absolutely. 

Miss  Collins.  So  what  we  are  expecting  to  happen  in  20  years 
might  very  well  happen  in  2  years  when  we  hear  that  Time  Warner 
expects  to  have  4,000  homes  on  line  by  this  fall,  and  all  of  their 
outlets  all  over  the  country  within  18  months.  You  see.  And  I  am 
amazed  myself,  at  home  people  will  say,  fax  it  to  me.  Fax  machines 
are  $200  or  $300,  and  many  people  have  them  in  their  homes  now; 
and  no  longer  do  people  wait  for  a  mail  delivery. 

Mr.  Cavanagh.  That  is  how  all  of  the  Postal  Service  people  who 
were  registering  for  my  conference  registered.  They  sent  me  faxes. 

The  thing  that  I  am  concerned  about,  quite  frankly,  is  that  we 
won't  do  anything.  I  am  taking  20  years  as  a  rather  safe  time 
frame.  Maybe  we  will  escalate  the  speed  as  we  go  along  2  years. 
My  concern  is  that  I  don't  see  any  consensus  to  take  any  step  this 
year  and  next  year  and  next  year.  That  is  why  I  propose  a  rel- 
atively painless  approach  by  slicing  it  up  by  one-twentieths. 

If  we  want  to  speed  that  up,  then  we  should  do  that,  but  I  am 
concerned  that  we  won't  do  anything. 

Miss  Collins.  I  like  the  analogy,  everyone  expected  that 
checks— was  it  you,  Mr.  Weil,  that  said  that  everyone  expected 
checks  to  fade  into  the  sunset,  and  no  one  would  use  checks  any- 
more because  of  the  new  banking  procedures,  and  now  they  use 
more  checks  than  ever? 

Mr.  Weil.  In  my  judgment,  that  study  was  simply  30  or  40  years 
too  soon.  It  certainly  will  be  a  casualty  of  electronic  technology 
sometime  after  the  millennium. 

Miss  Collins.  I  would  think  so. 

So  actually  we  cannot  afford  to  bury  our  heads  in  the  sand  and 
become  ostriches  in  this.  And  I  see  this  as  being  much  more.  This 
will  have  much  more  effect  on  America,  as  a  workplace,  than  the 
Postal  Service. 

I  commend  the  Chairman  for  having  these  oversight  hearmgs  be- 
cause we  are  actually  bringing  the  focus,  or  the  attention,  to  what 
is  happening  in  the  new  technology. 
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Mr.  Cavanagh,  do  you  think  the  Postal  Service  is  fighting  a  los- 
ing battle  in  its  attempt  to  compete  with  new  technology  and 
downsizing? 

Mr.  Cavanagh.  That  is — I  guess  that  is  an  issue  that  one  of  my 
esteemed  colleagues  has  suggested  that  we  determine.  I  would  dis- 
agree because  I  don't  think  the  Postal  Service  has  to  be  exactly 
what  it  is  today.  And  if  the  Postal  Service  right-sizes  itself — ^that 
is  a  conventional  term  we  use  these  days  to  change  corporations  a 
little  bit;  quite  frankly,  the  Postal  Service  might  have  to  change  it- 
self a  lot.  But  if  the  Postal  Service  20  or  30  years  from  now  is  in 
most  communities — maybe  not  quite  as  many  communities  as  it  is 
today — with  a  Post  Office,  if  a  postal  worker  goes  to  every  home, 
maybe  not  6  days  a  week  but  several  times  a  week,  if  the  Postal 
Service  can  be  a  conduit  for  the  delivery  of  hard  copy  communica- 
tions of  which  there  will  still  be  a  great  amount,  and  if  the  Postal 
Service  innovates  in  some  of  these  delivery  options  that  are  being 
talked  about,  then  I  think  the  Postal  Service,  circa  20  or  30  years 
from  now,  is  a  winner,  not  a  loser;  and  particularly  if  we  don't  have 
to  go  through  wrenching  changes  with  respect  to  postal  workers, 
that  some  changes  can  be  done  by  attrition,  I  think  that  is  a  win 
scenario  and  not  a  lose  scenario. 

Miss  Collins.  I  thank  you  very  much,  both  of  you  gentleman  for 
your  testimony. 

At  this  time,  the  Chair  recognizes  the  Ranking  Member,  Con- 
gressman John  T.  Myers  from  Indiana  for  any  questions  or  com- 
ments. 

Mr.  Myers.  Thank  you.  Madam  Chair.  I  apologize  for  arriving 
late.  I  also  serve  on  the  Appropriations  Committee. 

I  have  no  questions,  but  I  apologize  to  those  who  sat  through  the 
hearing  today,  and  Mrs.  Morella.  But  I  do  have  one  comment  about 
the  volume  of  funds  transferred,  whether  it  be  electronic  or  hard 
copy. 

I  used  to  be  a  banker  and  realize  there  are  more  checks  written 
today,  but  there  are  also  a  lot  more  electronic  funds  transferred. 
What  it  is  going  to  look  like  20  years  from  now?  I  hope  that  I  am 
around  to  see  it. 

But  the  volume  of  business,  our  economy  has  expanded  where  we 
have  much  more  volume,  and  20  or  30  years  from  now,  I  am  sure 
that  we  will  still  be  writing  more  checks  than  we  do  today.  But  the 
electronic  transfers  and  the  credit  card  volume,  if  we  didn't  have 
that,  banks  would  have  to  hire  a  lot  more  people  to  process  all  the 
things  that  come  through  the  banks. 

Thank  you.  I  apologize  for  getting  here  late.  Thank  you  for  your 
testimony. 

Miss  Collins.  Congressman  Watt? 

Mr.  Watt.  Thank  you.  Madam  Chairman.  I  could  not  resist  the 
parallel  that  I  see  developing  here  between  my  service  on  the  Judi- 
ciary Committee,  which  has  been  considering  the  telecommuni- 
cations bills  that  are  coming  to  the  floor,  and  my  service  on  this 
committee,  which  is  now  considering  the  implications  of  the  tech- 
nology explosions  on  the  Postal  System;  and  it  seems  to  me  that 
we  may  be  missing  some  points  that  I  wanted  to  try  to  make  in 
the  parallels  between  those. 
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It  seems  to  me  that  what  was  driving  the  telecommunications 
discussion,  once  you  cut  through  all  of  the  various  aspects  that 
were  going  on,  was  that  it  really  is  inefficient  and  not  cost-effective 
to  provide  telecommunications  services  to  everj-  single  resident. 
And,  yet,  it  is  impossible  now  to  think  of  this  country  having  a  sys- 
tem that  does  not  provide  that  capacity. 

Is  it  also  true  that  what  is  the  most  inefficient  part  of  the  Postal 
System  in  terms  of  cost-effectiveness  is  the  most  basic  part  of  the 
service,  which  is  household  delivery? 

Mr.  Cavanagh.  Well,  not  necessarily.  Congressman,  because 
what  is  going  to  those  households  often  is  the  most  cost-effective 
pieces  of  mail,  their  bills.  That  is  the  material  that  is  easiest  to  de- 
liver. 

One  could  certainly  say  that  if  you  contracted — if  you  didn't  de- 
liver to  some  areas,  that  there  want  be  some  savings;  but  on  the 
other  hand,  since  the  Postal  Service  is  used  as  a  vital  device  for 
billing  today,  there  are  not  alternatives  to  many  services  because 
of  the  universal  delivery. 

Mr.  Watt.  Yes,  but  if  you  strip  those  business  services  away, 
though — ^which  I  hear  both  these  witnesses  saying  is  likely  to  hap- 
pen or  may  happen  at  some  point  in  the  future,  because  those  bil- 
lings will  be  done  electronically  or  through  some  other  means — ^you 
are  left  with  the  prospect  that  the  major  service  that  the  Postal 
System  is  undertaking  is  the  delivery  of  personal  mail  to  rural 
areas  which  do  not  have  access  to  fax  machines,  to  E-mail,  to  the 
technology  of  the  urban  centers,  let's  say. 

Are  we  headed  in  a  direction  where,  as  the  telecommunications 
industry  has  had  to  come  to  grips  with,  we  are  going  to  have  to 
come  to  the  reality  that  if  we  want  an  efficient — or  if  we  want  a 
Postal  Service  that  serves  households  in  rural  areas,  in  remote 
areas,  in  areas  that  do  not  have  access  to  fax  machines,  we  are 
going  to  have  to  come  to  grips  with  the  fact  that  we  have  got  to 
subsidize  that? 

Mr.  Cavanagh.  That  could  be  something  down  the  road.  Con- 
gressman, but  I  really  think  that  maybe  the  first  step  will  be  to 
analyze  whether  or  not  a  level  of  service  is  necessary.  I  certainly 
don't  legally — the  idea  that  in  my  cul-de-sac  in  Alexandria  that  we 
get  door-to-door  delivery  is  ridiculous,  given  the  fact  that  I  under- 
stand something  about  postal  finances. 

There  are  a  whole  bunch  of  ways  that  the  customer  can  do  a  bit 
more  than  they  do  now.  In  rural  areas,  already,  of  course,  you  don't 
have  the  mail  being  put  through  a  slot  in  rural  delivery.  Conceiv- 
ably, some  of  those  might  be  evaluated.  I  think  we  are  a  ways 
away  from  taking  enough  steps  to  cut  costs,  before  I  think  we  real- 
ly have  to  go  to  the  issue  of  subsidies,  at  that  point,  in  my  personal 
judgment;  I  think  it  is  very  early  for  that.  We  could  see  what  the 
system  looks  like  15  years  from  now  and  see  what  the  public  inter- 
est issue  would  be. 

You — of  course,  you  have  got  to  cut  costs  before  you  talk  about 
that,  to  my  mind. 

Mr.  Watt.  Where  would  you  cut  those  costs?  What  would  be  the 
logical  places  to  start? 

Mr.  Weil.  The  88  percent  of  the  Postal  Service's  budget  that  re- 
lates to  personnel  expense.  Coming  to  grips  with  two  issues:  first, 
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those  expenses;  and  secondly,  that  the  Postal  Service,  as  a  paper- 
based  communications  technology,  is  not  going  to  be  able  to  com- 
pete on  a  level  playing  field  with  the  electronic  technologies  that 
either  exist  today  or  will  emerge  in  the  future.  And  using  the  term 
"coming  to  grips"  implies  that  it  is  not  an  easy  issue  to  deal  with. 

And  I  couldn't  agree  with  you  more,  but  as  I  said  in  my  presen- 
tation, there  are  not  any  easy  solutions,  and  I  am  not  proposing 
anything  here  that  is  going  to  go  down  simply  by  swallowing.  The 
next  10  years  are  going  to  be  extremely  difficult  for  the  Postal 
Service,  and  what  I  am  urging  is  an  effort  to  make  the  present 
services  and  products  that  are  supplied  by  the  Postal  Service  more 
efficient,  much  more  reliable,  and  consistent  across  the  United 
States,  so  that  its  ability  to  defer  the  intrusion  of  competing  tech- 
nologies is  somewhat  limited. 

Mr.  Watt.  That  is  a  good  philosophical  statement. 

What  I  am  trying  to  do  is  get  down  to  a  more  practical  level  and 
what  impact  that  has  on  residential  services.  I  start  with  the  as- 
sumption that  businesses  will  do  what  is  in  their  financial  interest 
to  do  and  they  can  protect  themselves;  and  that  under  our  system, 
they  tell  us  we  don't  have  to  subsidize  them. 

The  question  I  am  asking  is,  what  implication  does  that  have  for 
residential  services  in  this  country,  short-term  and  long-term,  5 
years  out  and  20  years  out? 

Mr.  Cavanagh.  Congressman,  I  think  short-term,  5  years  out,  I 
think  there  can  relatively  quickly  be  some  judgments  about  things 
like  door-to-door  delivery  where  it  should  be  moved  back  to — at 
least  to  curbside  and  perhaps  to  cluster  boxes.  We  have  visited 
some  of  those  issues  in  the  past  and  not  moved  ahead  perhaps  as 
rapidly  as  we  should.  Those  are  easy  answers  which  don't  provide 
any  real  sacrifice  for  anybody. 

Again,  it  is  ridiculous  to  my  mind  that  a  letter  carrier  wants 
routes  in  my  neighborhood  rather  than  putting  it  at  the  top  of  the 
cul-de-sac.  And,  again,  that  would  not  necessarily  mean  a  level  of 
deterioration  of  employment,  that  you  would  necessarily  have  to 
fire  anybody.  You  could  conceivably,  with  attrition,  deal  with  that. 

Twenty  years  from  now,  there  will  not  be  6-day  mail  delivery. 
Whether  there  is  4-day  delivery  or  3-day  delivery,  I  don't  know,  but 
there  will  not  be  6-day  delivery.  There  will  not  be  as  many  small 
Post  Offices  20  years  from  now  as  there  are  today,  but  services  will 
be  provided  to  those  people,  as  they  are  to  any  small  town  that 
doesn't  have  a  Post  Office  today. 

Mr.  Watt.  I  will  not  pursue  this  any  further.  Madam  Chairman, 
but  I  will  say  that  it  would  be  so  easy  to  let  the  telecommuni- 
cations people  off  the  hook  by  saying  20  years  from  now  there  won't 
be  telephone  service  for  every  local  household.  I  mean,  that  is  ridic- 
ulous. I  am  not  sure  that  I  can  come  to  grips  with  the  notion  that 
we  won't  have  mail  delivery  to  every  household.  Maybe  not  6  days 
a  week;  maybe  5  days  a  week,  maybe  3  days  a  week. 

But  I  think  we  have  got  some  very  difficult  choices  to  make  here. 
But  I  hope  we  never  decide  to  make  those  choices  in  a  way  that 
deprives  residents  in  this  country  of  the  ability  to  communicate 
with  each  other;  and  that  is  the  essential  service  that  the  Postal 
System  has  provided  in  this  country. 
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Mr.  Cavanagh.  And,  Congressman,  maybe  if  we  don't  make  some 
hard  choices,  we  will  do  just  that,  we  will  deprive  citizens  of  the 
right  to  have  the  Postal  System  because  the  system  will  collapse. 

Mr.  Watt.  Thank  you,  Madam  Chairman. 

Miss  Collins.  Mrs.  Morella. 

Mrs.  Morella.  I  will  be  exceedingly  brief. 

I  am  curious,  Mr.  Weil,  about  your  concept  of  giving  further  in- 
centives to  the  business  mailers  if  they  do  the  presorting,  which 
they  do  now  and  they  do  get  a  benefit.  But  then  you  deal  with 
transportation.  How  do  you  see  this  coming  about? 

Mr.  Weil.  First,  I  must  say  I  am  not  an  expert  on  this  matter 
and  I  am  reiterating  the  commentary  that  is  in  our  total  presen- 
tation; but  I  think  the  history  here  is  one  which  suggests  that  the 
incentives  do  work  and,  therefore,  the  greater  the  relationship  be- 
tween the  incentive  and  total  cost,  the  more  likely  there  is  to  be 
unit  mail  volume  that  is  generated  that  presently  doesn't  exist. 

Historically,  as  rates  have  increased,  there  has  been  a  decline  in 
the  total  unit  volume  for  a  period  of  time  as  mailers  do  two  things: 
one,  they  utilize  the  effective  capabilities  of  database  marketing  to 
make  sure  that  they  are  mailing  to  people  who  will  buy  their  prod- 
ucts and  services;  and  second,  if  it  causes  them  to  look  at  alter- 
native ways  to  communicate,  which  removes  mail  from  the  mail 
stream.  And  both  of  those  factors  can  be  enhanced  or  can  at  least 
offset  the  increase  in  rates  in  the  future  if  the  incentives  are  appro- 
priately set  to  provide  the  private  sector  with  the  ability  to  impact 
their  total  mail  expense. 

Mrs.  Morella.  There  is  no  doubt  that  they  have  got  to  factor 
that  into  their  consideration.  I  just  question  your  transportation 
concept  in  terms  of  the  privatizing  aspect  of  it,  whether  this  would, 
in  fact,  defeat  what  constitutionally  is  established  as  the  Postal 
System. 

Did  you  want  to  comment  on  that,  Mr.  Cavanagh? 

Mr.  Cavanagh.  Well,  only  to  the  effect  of,  generally  speaking,  we 
are  seeing  a  look  at  reclassification  through  the  Postal  Service — 
very  important  whether  or  not  this  particular  issue  is  addressed 
over  the  next  few  months.  We  will  see.  There  are  many  ways  that 
one  can  look  at  ways  to  provide  incentives,  but  not  on  that  particu- 
lar issue. 

Mr.  Weil.  My  comments  were  more  oriented  towards  suggesting 
that  there  are  many  opportunities  for  the  private  sector  and  the 
Postal  Service  to  affiliate  itself,  and  for  the  Postal  Service  to  take 
advantage  of  the  economies  that  may  exist  to  reduce  its  overall  ex- 
pense base. 

Mrs.  Morella.  You  seem  to  piggyback  on  the  idea  of  a  Blue-Rib- 
bon  Commission.  Mr.  Cavanagh  doesn't  think  that  you  need  one, 
because  he  says  it  is  paralysis  by  analysis;  you  rely  on  the  Commis- 
sion. However,  there  does  seem  to  be  something  in  the — maybe  a 
Green  Ribbon  Commission,  because  it  is  on  the  move — but  it  seems 
that  what  we  are  hearing  is  that  the  Postal  Service  needs  to  be  at- 
tuned, even  when  they  come  before  us  on  oversight  hearings,  to 
movement  in  terms  of  technology  advancement  and  other  ways,  too. 

So  I  guess  to  Mr.  Cavanagh,  would  you  in  some  way  see  that 
some  mechanism  is  in  order  for  the  Postal  System  to  reach  out  fur- 
ther in  terms  of  designing  its  plan,  whether  it  is  incrementally  for 
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20  years,  to  reduce  money  outlays.  But  do  you  not  see — we  talk 
about  an  information  superhighway  and  electronic  superhighway, 
but  how  about  that  information  void  in  order  to  get  on  that  super- 
highway? 

Mr.  Cavanagh.  Absolutely.  And  on  the  issue,  I  don't  strongly  op- 
pose a  blue  ribbon  panel;  I  just  think  we  have  to  do  something  as 
opposed  to  not  doing  anything.  And  I  hope  that  the  panel  would  not 
be  used  to  ensure  that  nothing  ever  gets  done.  The  Postal  Service 
itself  has  very  talented  people  who  are  focusing  on  these  issues. 
They  can  provide  a  good  deal  of  input  to  this  committee  and  the 
community  as  a  whole.  And  so  I  think  that  is  a  positive  thing.  And 
there  should  be  constantly  evolving  analyses  of  these  issues.  We 
need  to  do  something  at  some  point,  relatively  soon. 

Mrs.  MORELLA.  Are  they  working  with  your  clients? 

Mr.  Cavanagh.  They  are.  I  think  these  new  technology  issues — 
I  would  simply  say  that  there  is  more  emphasis  right  at  this  mo- 
ment in  this  3-  or  4-month  timeframe.  And  I  know  fairly  well  from 
some  of  the  things  that  I  do  with  my  conventional  postal  hat  on, 
that  mostly  when  we  talk  about  the  new  technologies,  we  are  talk- 
ing about  new  postal  products  that  will  be  innovated  in  the  future, 
that  will  provide  hundreds  and  hundreds  and  hundreds  of  millions 
of  dollars,  and  that  is  fine.  I  just  want  to  make  sure  that  the  other 
side  of  it  is  included  as  well. 

Mrs.  MORELLA.  Fine.  No  further  questions. 

Thank  you,  Mr.  Chairman.  I  turn  my  back  and  all  the  sudden 
you  change,  just  like  technology. 

Mr.  Myers.  I  have  been  here  28  years,  and  I  have  never  sat  in 
that  chair.  And  he  has  been  here  2  and  he  gets  to  sit  there. 

Mr.  Watt  [presiding].  I  was  trying  to  recruit  him  to  the  new 
party. 

Mr.  Myers.  If  I  ever  see  a  new  party,  I  might  do  that. 

Mr.  Watt.  I  want  to  thank  these  witnesses  for  providing  infor- 
mation about  serious  challenges  that  we  will  be  facing.  And  thank 
you  very  much  for  coming. 

And  we  will  now  go  to  the  third  panel,  Mr.  McCormick  and  Mr. 
May.  This  third  panel  consists  of  Mr.  Christopher  J.  McCormick, 
the  Vice  President  of  Advertising  and  Direct  Marketing  with  L.  L. 
Bean  Inc.;  and  Timothy  J.  May,  General  Counsel  of  Parcel  Shippers 
Association. 

STATEMENTS  OF  CHRISTOPHER  J.  McCORMICK,  VICE  PRESI- 
DENT OF  ADVERTISING  AND  DIRECT  MARKETING,  L.L.  BEAN 
INC.,  ON  BEHALF  OF  THE  DIRECT  MARKETING  ASSOCIA- 
TION; AND  TIMOTHY  MAY,  GENERAL  COUNSEL,  PARCEL 
SHIPPERS  ASSOCIATION 

Mr.  Watt.  And  we  will  start  with  Mr.  McCormick. 

Mr.  McCormick.  Mr.  Chairman,  Members  of  the  committee,  my 
name  is  Christopher  McCormick,  and  I  am  Vice  President  of  Adver- 
tising and  Direct  Marketing  for  L.L.  Bean,  located  in  Freeport,  ME. 
It  is  a  pleasure  to  testify  here  today  on  behalf  of  L.L.  Bean  and  the 
Direct  Marketing  Association. 

The  Direct  Marketing  Association  is  a  major  trade  association 
consisting  of  more  than  3,000  corporate  members  engaged  in  every 
aspect  of  direct  marketing. 
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Clearly,  the  DMA  and  its  members  have  a  deep  and  abiding  in- 
terest in  a  viable  Postal  Service.  Advertising  mail  accounted  for 
$9.82  billion  in  postal  revenue  last  year  and  represented  20.4  per- 
cent of  total  revenues,  up  from  14.8  percent  just  10  years  ago. 

I  am  here  today  to  tell  you  just  a  little  bit  about  L.L.  Bean  be- 
cause I  think  it  will  help  you  understand  why  the  Postal  Service 
and  its  future  are  so  important  to  us.  L.L.  Bean  is  the  largest  cata- 
log retailer  in  the  sporting  specialty  field.  We  sell  a  wide  range  of 
casual  clothing  and  equipment  which  enable  our  customers  to  pur- 
sue and  enjoy  outdoor  activities.  Leon  L.  Bean  founded  our  com- 
pany in  1912  with  a  single  product,  which  he  personally  designed 
and  tested,  a  leather-top,  rubber-bottom  hunting  boot.  He  sold  this 
Maine  hunting  shoe  through  a  three-page  catalog  which  was 
mailed  to  a  list  of  nonresident  holders  of  Maine  hunting  licenses. 

While  we  are  actively  exploring  new  media  technology,  including 
interactive  electronic  media,  L.L.  Bean  remains  committed  to  its  in- 
home  delivery  of  catalogs.  The  decision  to  concentrate  on  mail 
order  as  the  primary  means  of  communicating  with  our  customers 
underscores  the  importance  of  our  with  the  post  office. 

More  than  80  years  after  mailing  out  L.L.'s  first  catalog,  our 
sales  have  grown  to  over  $870  million  worldwide.  We  send  catalogs 
to  every  State  in  the  Union  and  to  146  countries  around  the  world. 

I  come  before  you  today  not  as  a  postal  expert  or  a  visionary  for 
the  new  electronic  superhighway,  but  rather  as  a  concerned  and 
long-term  customer  of  the  U.S.  Postal  Service.  In  order  for  Bean  to 
service  its  customers  reliably  and  efficiently,  we  strive  to  build 
solid  relationships  with  our  product  manufacturers  and  service  pro- 
viders. Of  all  these  strategic  business  relationships  the  Postal  Serv- 
ice is  perhaps  the  most  important  one.  It  is  Bean's  single  largest 
supplier  of  goods  and  services.  Our  future  depends  on  a  healthy, 
efficient,  innovative  and  customer-oriented  postal  organization. 

The  new  media  technologies  heard  about  today  present  both  an 
opportunity  and  a  danger  to  the  Postal  Service.  This  topic  seems 
to  be  in  every  newspaper.  And  the  investments  in  the  future  guar- 
antee the  outcome.  L.L.  Bean  £ind  other  major  mail  users  cannot 
afford  to  watch  from  the  sidelines  as  the  story  line  unfolds.  The  op- 
portunities are  many  and  the  time  frame,  we  feel,  is  realistic.  L.L. 
Bean,  as  well  as  its  vendors  and  customers,  is  ready  to  take  advan- 
tage of  what  this  new  age  of  communication  has  to  offer. 

We  are  making  new  technologies  a  strategic  priority  and  are  cur- 
rently examining  their  potential  as  an  alternate  means  of  commu- 
nicating with  our  customers.  I  have  outlined  in  my  written  testi- 
mony the  efforts  we  have  undertaken  thus  far  and  the  types  of 
technology  our  customers  are  currently  using. 

Clearly,  the  technology  is  here  and  the  infrastructure  is  rapidly 
expanding.  L.L.  Bean  welcomes  these  developments  and  will  strive 
to  take  advantage  of  the  marketing  and  customer  service  opportu- 
nities they  present.  But  the  question  before  us  today  isn't  whether 
this  new  technology  will  happen,  but  rather  the  time  frame  in 
which  it  will  occur. 

Some  of  the  major  players  in  this  field  are  predicting  that  by  the 
end  of  the  decade  50  to  60  percent  of  all  households  will  be  wired 
for  interactive  media.  Even  in  Maine,  a  State  known  for  a  less  hec- 
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tic  pace  and  more  conservative  traditions,  the  technology  revolution 
is  at  hand. 

As  L.L.  Bean  and  other  direct  marketers  focus  on  the  long-term 
implications  of  these  electronic  alternatives,  our  industry  will  be 
assessing  the  impact  on  its  current  business  partners.  The  Postal 
Service  will  find  this  to  be  a  very  difficult  time. 

I  think  a  dire  and  telling  precedent  is  what  happened  over  the 
last  several  years  regarding  L.L.  Bean's  use  of  Parcel  Post.  Ini- 
tially, we  diverted  much  of  our  package  volume  from  Parcel  Post 
to  United  Parcel  Service  because  of  savings  and  service  reasons. 
Recently,  we  shifted  from  UPS  to  Federal  Express.  This  decision 
was  based  not  just  on  a  comparison  of  cost,  but  on  our  desire  to 
provide  Bean  customers  with  the  best  possible  value  and  service. 

Interestingly,  a  large  part  of  Federal  Express'  improvement  in 
Bean's  package  delivery  to  its  customers  was  due  to  the  superior 
use  of  modem  information  technology.  The  result  of  our  shift  to 
competitors  of  the  U.S.P.S.  for  package  delivery  was  a  diversion  of 
$33  million  in  revenue  away  from  the  Post  Office;  it  was  because 
its  competitors  were  offering  faster  and  more  efficient  service. 

Technology  and  alternative  electronic  media  need  not  be  the 
enemy  of  the  Post  Office.  It  is  our  hope  that  the  use  of  new  media 
supplements  our  use  of  printed  media,  not  replaces  it.  The  effi- 
ciency and  cost-effectiveness  of  the  Postal  Service  will  largely  de- 
termine this  outcome. 

If  the  Postal  Service  can  meet  the  challenge  of  the  21st  century, 
then  in-home  delivery  of  catalogs  by  mail  will  continue  to  be  the 
primary  means  of  presenting  our  products  to  our  customers.  If  not, 
we  can  anticipate  a  decline  in  first  and  third  class  unit  volumes, 
just  as  Parcel  Post  has  withered. 

Recent  statements  by  the  Postal  Service  expressing  concern  over 
the  loss  of  market  share  in  first  class  business  mail  due  to  the  pro- 
liferation of  faxes,  E  mail  and  other  technologies  point  to  an  omi- 
nous trend.  Add  to  all  of  this  industry  projections  that  electronic 
retailing  will  account  for  8  percent  of  all  retail  sales  by  the  year 
2004 — ^that  is  almost  three  times  the  size  of  the  current  catalog 
market — accompanied  by  a  shift  of  various  mail  types  to  the  new 
electronic  media,  and  some  analysts  would  predict  the  demise  of 
the  Postal  Service  as  we  know  it  today. 

Without  a  strategic  plan  to  address  these  challenges,  the  Postal 
Service  will  enter  into  a  downward  productivity  spiral  of  raising 
rates  and  declining  unit  volume.  This  will  be  the  inevitable  con- 
sequence if  the  Postal  Service  doesn't  adapt  to  a  changing  market- 
place and  new  customer  needs. 

Without  significant  improvements  in  productivity  and  a  strategic 
perspective  of  its  business,  the  Post  Office  will  continue  to  lose 
market  share  to  alternative  means  of  communications  as  they  be- 
come available. 

I  feel  strongly  that  thorough  and  extensive  long-term  planning 
needs  to  be  undertaken  and  the  potential  impact  of  electronic 
media  needs  to  be  considered.  We  hope  in  that  process  the  Postal 
Service  will  solicit  the  input  of  L.L.  Bean  and  our  industry  and 
pledge  that  L.L.  Bean  and  the  Direct  Marketing  Association  will 
work  together  with  you  to  meet  this  challenge. 
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As  I  mentioned  in  my  opening  remarks,  I  come  here  as  a  con- 
cerned customer  of  the  Postal  Service  and  not  a  postal  expert.  I 
don't  have  the  answers  to  issues  raised  here  today.  But  I  know  that 
something  has  to  be  done  and  can  be  done  to  protect  the  future  of 
the  Postal  Service  and  the  critical  services  it  provides  to  all  Ameri- 
cans. 

Madam  Chair,  thank  you  for  allowing  me  to  address  the  commit- 
tee this  morning.  I  am  honored  to  be  here  and  happy  to  answer  any 
questions. 

Miss  Collins  [presiding].  Thank  you. 

[The  prepared  statement  of  Mr.  McCormick  follows:] 

Prepared  Statement  of  Christopher  J.  McCormick,  Vice  President  of  Adver- 
tising AND  District  Marketing,  L.L.  Bean  Inc.,  on  Behalf  of  the  Direct 
Marketing  Association 

Mr.  Chairman,  members  of  the  Committee,  my  name  is  Christopher  McCormick, 
and  I  am  Vice-President  of  Advertising  &  Direct  Marketing  for  L.L.  Bean  Inc.  lo- 
cated in  Freeport,  Maine. 

It  is  a  pleasure  to  testify  here  today  on  behalf  of  L.L.  Bean  and  the  Direct  Market- 
ing Association.  The  Direct  Marketing  Association  is  a  major  trade  association  con- 
sisting of  more  than  3,000  corporate  members  engaged  in  every  aspect  of  direct  mar- 
keting. Members  include  several  hundred  catalog  companies,  book  and  magazine 
publishers,  political  and  non-profit  fundraisers,  newspapers,  direct  response  mailers, 
telemarketers,  printers,  list  brokers  and  many  others  who  use  the  mail  or  provide 
services  to  direct  marketers.  Clearly,  the  DMA  and  its  members  have  a  deep  and 
abiding  interest  in  a  viable  Postal  Service. 

The  Direct  Marketing  Industry  is  also  important  to  the  Postal  Service.  Advertis- 
ing mail  accounted  for  $9.82  billion  in  postal  revenue  last  year  and  represented 
20.4%  of  total  revenues,  up  from  14.8%  just  ten  years  ago. 

Our  industry  also  generates  billions  of  dollars  in  c.istomer  response  mail  every 
year  and  together  with  advertising  mail,  helps  support  the  40,000  post  offices  and 
postal  network. 

In  addition,  the  Direct  Marketing  Industry  employs  more  than  5  million  Ameri- 
cans, many  of  them  located  in  small  towns  and  rural  America. 

I  am  here  today  to  tell  you  just  a  Uttle  bit  about  L.L.  Bean,  because  I  think  it 
will  help  you  understand  why  the  Postal  Service,  and  its  future,  are  so  important 
to  us. 

L.L.  Bean  is  the  largest  catalog  retailer  in  the  Sporting  Specialty  field.  We  sell 
a  wide  range  of  casual  clothing  and  equipment  which  enable  our  customers  to  piu-- 
sue  and  enjoy  outdoor  activities. 

Leon  L.  Bean  founded  our  company  in  1912  with  a  single  product  which  he  per- 
sonally designed  and  tested — a  leather  top-rubber  bottom  hunting  boot.  He  sold  this 
Maine  Hunting  Shoe  through  a  three  page  catalog  which  was  mailed  to  a  list  of  the 
non-resident  holders  of  Maine  hunting  licenses.  This  began  our  long  relationship 
with  the  USPS.  In  fact,  when  Parcel  Post  was  introduced  in  1913,  a  pair  of  "L.L.'s" 
boots  were  in  the  first  parcel  to  leave  the  Freeport  Post  Office. 

Our  company  was  founded  on  certain  fundamental  values  and  a  sense  of  tradition 
that  are  as  important  today  as  they  were  in  1912.  L.L.'s  golden  rule  was  "Sell  good 
merchandise  at  a  reasonable  profit,  treat  your  customers  like  human  beings,  and 
they'll  always  come  back  for  more."  That  remains  our  guiding  light  to  this  day,  and 
because  of  that  we  strive: 

To  sell  only  tested  quality  products;  to  provide  superior  customer  service;  and  to 
reach  a  national  market  by  employing  effective  catalog  media  for  our  specialty  prod- 
ucts. 

While  we  are  actively  exploring  new  media  technology — including  interactive  elec- 
tronic media — L.L.  Bean  remains  committed  to  its  in-home  deUvery  of  catalogs.  The 
decision  to  concentrate  on  mail  order  as  the  primary  means  of  communicating  with 
our  customers  underscores  the  importance  of  our  relationship  with  the  Post  Office. 

More  than  80  years  after  mailing  out  L.L.'s  first  catalog,  our  sales  have  grown 
to  over  $870  million  worldwide.  We  send  catalogs  to  every  state  in  the  union  and 
to  146  countries  around  the  world. 

We  owe  ovu-  continued  success  to  sta3dng  true  to  our  fundamental  values  and  to 
"L.L.'s"  most  important  legacy,  his  revolutionary  idea  of  caring  enough  to  treat  a 
customer  like  a  human  being. 
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I  come  before  you  today  not  as  a  Postal  expert  or  a  visionary  for  the  new  elec- 
tronic superhighway,  but  rather  as  a  concerned  and  long-term  customer  of  the  Unit- 
ed States  Postal  Service. 

In  order  for  Bean  to  serve  its  customers  reliably  and  efficiently,  we  strive  to  build 
solid  relationships  with  our  product  manufacturers  and  service  providers.  These 
sound  business  relationships,  which  are  built  on  trust  and  a  mutual  commitment 
to  the  ultimate  L.L.  Bean  customer,  are  fundamental  to  Bean's  Total  Quality  Man- 
agement effort. 

Experience  has  proven  time  and  again  that  these  business  pairtnerships  lead  to 
greater  customer  satisfaction  and  allow  us  to  attedn  efficiencies  that  benefit  both  us 
and  our  customers. 

Of  all  these  strategic  business  relationships,  the  Postal  Service  is  perhaps  the 
most  important  one.  The  Postal  Service  is  L.L.  Bean's  single  largest  supplier  of 
goods  or  services.  Our  future  depends  on  a  healthy,  efficient,  innovative  and  cus- 
tomer-oriented Postal  Service.  A  few  statistics  will  demonstrate  why. 

In  1993,  L.L.  Bean  mailed  146  miUion  catalogs  to  22  miUion  households;  paid  over 
$32  million  in  catalog  postage;  and  had  4.5  miUion  households  purchase  from  us. 

We  have  worked  closely  with  the  Postal  Service  dvuing  the  last  several  years  to 
improve  catalog  delivery  through  work-sharing  programs  and  other  new  services  of- 
fered by  the  USPS.  One  such  effort  was  a  joint  program  in  which  we  brought  to- 
gether our  printer  and  postal  representatives  to  better  manage  the  actual  catalog 
delivery  process.  The  results  were  quick  and  impressive,  showing  a  40  percent  im- 
provement in  delivery  timeliness. 

Building  long  lasting  relationships  with  customers  and  suppliers  alike  gives  us  a 
competitive  advantage,  and  it  just  makes  good  business  sense.  That  is  the  kind  of 
relationship  we  want  with  the  Postal  Service  as  well,  and  I  appreciate  the  fact  that 
this  Committee  is  attempting  to  assist  that  process. 

The  new  media  technologies  you  heard  about  today  present  both  an  opportunity 
and  a  danger  to  the  Postal  Service.  Will  the  USPS  seize  those  opportunities  and  ride 
the  electronic  wave,  or  will  it  be  swept  aside  by  a  tide  of  technological  change?  L.L. 
Bean,  and  other  major  mail  users,  cannot  afford  to  watch  from  the  sidelines.  The 
opportunities  are  many  and  the  time  frame  is  realistic.  L.L.  Bean,  as  well  as  its  ven- 
dors and  customers,  is  ready  to  take  advantage  of  what  this  new  age  of  communica- 
tion has  to  offer.  We  are  making  new  technologies  a  strategic  priority,  and  are  cur- 
rently examining  their  potential  as  an  alternate  means  of  communicating  with  our 
customers. 

Our  efforts  to  date  include: 

1.  Testing  a  new  CD-ROM  based  promotion  last  fall  in  a  joint  program  with 
Apple  computer,  and  we  are  currently  assessing  the  merits  of  a  second  effort  this 
October. 

2.  Plans  to  produce  our  own  CD-ROM  catalog  in  the  next  12-18  months  with  ex- 
panded offering  of  products,  audio  and  video. 

3.  Investigating  the  opportunities  that  on-line  computer  services  and  television 
shopping  services  have  to  offer. 

4.  Lastly,  we're  convinced  that  this  new  technology  is  not  a  passing  fad  but  rep- 
resents a  significant  business  opportunity  which  will  allow  us  to  be  more  relevant 
and  timely  in  our  customer  communications.  We  recently  created  the  position  of  Di- 
rector of  New  Media  which  will  oversee  Bean's  research,  development  and  pro- 
motional efforts  associated  with  these  new  methods  of  distribution. 

Relationships  with  our  suppliers  are  also  following  this  new  trend  toward 
paperless  communications.  For  example: 

63  percent  of  our  top  domestic  vendors  are  oirrently  Unked  via  electronic  data 
interchange  (EDI).  A  significant  number  of  purchase  orders  that  once  were  mailed 
are  now  being  sent  electronically  and  the  number  is  doubling  every  year. 

We  have  begun  to  use  EDI  as  a  method  of  transferring  information  to  our  catalog 
printer.  The  results  are  a  substantial  improvement  in  catadog  fulfillment  turnaround 
time. 

Our  research  tells  us  that  our  customers  are  ready  for  this  new  technology  as 
well. 

50  percent  of  our  customers  have  personal  computers  at  home  (93  percent  greater 
than  the  national  average).  Of  these,  33  percent  have  modems;  12  percent  have  CD- 
ROM  drives. 

These  averages  are  substantially  above  the  national  norm.  Moreover,  25  percent 
of  our  customers  have  watched  home  shopping  programs  in  the  last  year  with  about 
half  of  these  customers  purchasing  through  that  medium. 

An  important  business  maxim  for  any  retailer  is  "Listen  to  your  customers."  At 
L.L.  Bean,  we  steer  by  this  principle.  Many  of  our  customers  are  now  equipped  and 
ready  to  enter  a  new  age  of  communication,  an  we  must  be  ready  as  well.  This  cus- 
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tomer  group  are  not  a  bunch  of  "techies"  or  "computer  nerds."  To  the  contrary, 
across  all  ages  and  interest  groups,  computerized  communication  has  made  inroads. 
Today's  school  children  are  increasingly  computer  literate,  and  they  teach  this  new 
language  and  skill  to  their  parents.  The  technology  is  here  and  the  infrastructure 
is  rapidly  expanding.  L.L.  Bean  welcomes  these  developments,  and  we  will  strive 
to  take  advantage  of  the  marketing  and  customer  service  opportunities  they  present. 

The  question  before  us  isn't  whether  this  new  technology  will  happen,  but  rather 
the  time  frame  in  which  it  will  occur.  Some  of  the  major  players  in  this  field  are 
predicting  that  by  end  of  the  decade,  50-60  percent  of  all  households  will  be  wired 
for  interactive  media. 

Even  in  Maine,  a  state  known  for  a  less  hectic  pace  and  more  conservative  tradi- 
tions, the  technology  revolution  is  at  hand.  The  Portland  Press  Herald  recently  re- 
ported that  the  City  of  Portland  and  its  surrounding  communities  wiU  be  connected 
with  fiber  optic  cable  by  the  end  of  1994,  some  areas  by  June.  Channel  capacity  is 
expected  to  increase  immediately. 

As  L.L.  Bean  and  other  direct  marketers  focus  on  the  long-term  imphcations  of 
these  electronic  alternatives,  our  industry  will  be  assessing  the  impact  on  its  cur- 
rent business  partners.  This  will  be  a  challenging  time  for  the  Postal  Service. 

A  dire  and  telUng  precedent  is  what  happened  over  the  last  several  vears  regard- 
ing L.L.  Bean's  use  of  Parcel  Post  (Fourth  Class).  Initially,  we  diverted  much  of  our 
package  volume  from  Parcel  Post  to  United  Parcel  Service  because  of  savings  and 
service.  Recently  we  shifted  fi-om  UPS  to  Federal  Express.  Again,  this  decision  was 
based  not  just  on  a  comparison  of  costs,  but  on  our  desire  to  provide  Bean  customers 
with  the  best  possible  value  and  service. 

A  large  part  of  Federal  Express'  improvement  in  Bean's  package  delivery  to  its 
customers  was  due  to  the  superior  use  of  modem  information  technology.  The  result 
of  our  shift  to  competitors  of  the  USPS  for  package  delivery  was  a  diversion  of  about 
$33  million  in  revenue  away  from  the  Postal  Service.  ^  ,     n 

Technology  and  alternative  electronic  media  need  not  be  the  enemy  of  the  Postal 
Service.  It  is  our  hope  that  the  use  of  new  media  supplements  our  use  of  printed 
media — not  replaces  it.  The  efficiency  and  cost  effectiveness  of  the  Postal  Service 
will  largely  determine  this  outcome.  If  the  Postal  Service  can  meet  the  challenge  of 
the  21st  century,  then  home  delivery  of  catalogs  by  mail  will  continue  to  be  the  pri- 
mary means  of  presenting  our  products  to  customers,  if  not,  we  can  anticipate  a  de- 
cUne  in  first  and  third  class  unit  volume  just  as  Parcel  Post  has  withered. 

Recent  statements  by  Postal  Service  officials  expressing  concern  over  a  loss  of 
market  share  in  First  Class  business  mail  due  to  the  prohferation  of  faxes.  E-mail 
and  other  technologies  point  to  an  ominous  trend.  William  Henderson,  Senior  Vice- 
President  and  Chief  Marketing  Officer  for  the  Postal  Service  was  recently  quoted 
as  saying,  'The  electronic  mailbox  will  be  the  competitive  force  to  be  faced  by  the 
Postal  Service." 

Add  to  these  challenges  industry  projections  that  electromc  retailing  will  account 
for  8  percent  of  all  retail  sales  by  the  year  2004  (that's  almost  three  times  the  size 
of  the  current  catalog  market),  accompanied  by  a  shift  of  various  mail  types  to  these 
new  electronic  media,  and  some  analysts  predict  the  demise  of  the  Postal  System 
as  we  know  it  today.  ,  r,      •         n      ^ 

Without  a  strategic  plan  to  address  these  challenges,  the  Postal  Service  will  enter 
into  an  inexorably  downward  productivity  spiral  of  rising  rates  and  declining  unit 
volume.  This  will  be  the  inevitable  consequence  if  the  Postal  Service  does  not  adapt 
to  a  changing  marketplace  and  new  customer  needs. 

The  Direct  Marketing  Association  feels  it  is  essential  that  the  Postal  Service  make 
significant  changes  to  the  current  classification  system  which  as  you  know,  is  over 
100  years  old.  A  new  classification  system  will  allow  the  Postal  Service  to  offer  and 
price  products  that  meet  current  customer  demands  and  address  these  competitive 
challenges. 

The  DMA  also  feels  it's  time  to  review  the  Postal  Reorgamzation  Act.  The  present 
rate  making  system  is  cumbersome,  expensive  and  most  important,  fails  to  give  the 
Postal  Service  flexibility  to  price  its  products  or  develop  new  products  to  meet  cus- 
tomer demands. 

Without  significant  improvements  in  productivity  and  a  strategic  perspective  ot  its 
business,  the  Post  Office  will  continue  to  lose  market  share  to  alternative  means  of 
communication,  and  it  will  price  itself  out  of  the  market.  I  feel  strongly  that  thor- 
ough and  extensive  long  term  planning  needs  to  be  undertaken,  along  with  appro- 
priate strategic  productivity  and  service  initiatives  to  ensure  the  viability  of  the 
USPS  into  the  next  century. 

We  hope  that  the  Postal  Service  will  solicit  the  input  of  our  company  and  our  in- 
dustry. I  pledge  that  L.L.  Bean  and  the  DMA  will  work  together  with  you  to  meet 
this  challenge.  But  I  stress  again  that  time  is  of  the  essence.  The  locomotive  of  com- 


333 

munications  innovation  has  already  left  the  station;  we  are  all  waiting  for  the  Postal 
Service  to  come  on  board  and  take  its  rightful  seat  in  the  cab. 

As  I  mentioned  in  my  opening  remarks,  I  come  here  as  a  concerned  customer  of 
the  Postal  Service,  not  a  Postal  expert.  I  don't  have  the  answers  to  the  issues  raised 
here  today,  but  I  know  that  something  has  to  be  done,  and  can  be  done,  to  protect 
the  future  of  the  Postal  Service  and  the  critical  services  it  provides  to  all  Americans. 

Thank  you  for  allowing  me  to  address  the  Committee  this  morning. 

Miss  Collins.  Timothy  May. 

Mr.  May.  Thank  you.  I  am  Timothy  May,  the  managing  partner 
at  the  law  firm  of  Patton,  Boggs  &  Blow,  and  in  my  legal  practice 
I  represent  numerous  mail  order  companies  and  mail  order  associa- 
tions as  well  as  the  National  Association  of  Postal  Supervisors,  so 

1  have  seen  this  problem  from  many  vantages.  I  will  summarize 
and  submit  my  prepared  statement  for  the  record. 

The  remarks  I  am  going  to  make  about  the  current  situation  at 
the  Post  Office  are  made  in  light  of  the  fact  that  I  think  the  Postal 
Service  is  endangered.  Their  financial  condition  is  not  good.  They 
have  lost  money.  They  are  below  target  this  year  in  terms  of  their 
own  goals  for  net  income. 

But  putting  that  in  perspective,  the  situation  is  not  that  serious 
by  itself.  With  2  percent  more  revenue  last  year — that  is,  not  quite 

2  percent  higher  rates — they  would  have  broken  even.  And  what  is 
clear  is  the  Postal  Service  would  not  only  have  broken  even,  they 
would  be  awash  in  profits  and  cash  if  successive  administrations 
and  this  Congress  had  not  five  times  since  1985  raided  the  postal 
treasury  and  raided  monies  that  postal  customers  have  paid  to  the 
Postal  Service  in  order  to  balance  the  budget. 

We  hope  that  this  kind  of  high-jacking  of  the  postal  treasury  is 
over,  but  laws  already  on  the  books  saddle  the  Postal  Service  for 
several  decades  to  come  with  additional  billions  of  dollars  of  cost, 
not  properly  part  of  postal  operations.  And  the  reason  this  is  really 
so  serious  is  because  the  Post  Office  is  threatened. 

Their  service  standards  are  good,  but  they  are  not  great.  They 
are  declining  at  a  time  when  they  should  be  improving,  at  a  time 
when  the  Postal  Service  should  be  doing  everything  it  can  to  keep 
the  markets  that  it  does  have. 

And  as  I  think  other  witnesses  have  pointed  out,  the  number  one 
thing  the  Postal  Service  should  be  doing  is  cutting  its  costs  and  im- 
proving its  service.  And  that,  more  than  any  other  kind  of  plan- 
ning, will  help  the  Postal  Service  keep  the  markets  that  it  natu- 
rally has  and  that  have  not  yet  been  affected  by  the  electronic  age. 

A^ain,  in  automation,  the  Postmaster  General  testified  here  that 
they  have  spent  $2.6  billion  and  will  spend  another  $1.7  billion  by 
1997— that  is  $4.3  bilHon— and  that,  by  the  end  of  1997,  every 
piece  of  letter  mail  will  have  a  barcode  on  it.  And  that  is  terrific; 
that  indeed  is  the  future.  That  money,  in  my  opinion,  is  all  well 
spent. 

But  it  is  also  clear  that — all  students  of  the  subject  agree — the 
Postal  Service  has  not  yet  even  begun  to  reap  the  benefits  of  that 
automation. 

One  of  the  problems  is  the  difficulty  any  large  institution,  public 
or  private,  has  in  adapting  to  this  kind  of  change  in  short  periods 
of  time.  The  increasingly  large  amount  of  what  the  Postal  Service 
calls  nonproductive  labor  time,  is  a  perfect  illustration  of  the  in- 
ability of  management,  postal  management,  to  capture  the  savings 
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that  are  available  from  new  postal  technology.  It  is  going  to  take 
time. 

I  don't  have  any  doubt  that  they  are  going  to  lick  the  problem 
and  that  there  are  going  to  be  tremendous  payoffs  for  this  amount 
of  automation  that  most  of  us  have  already  paid  for;  and  there  is 
a  little  bit  more  to  be  paid  for,  but  there  are  going  to  be  tremen- 
dous benefits  that  come  from  this  in  terms  of  cost  reduction  and 
a  more  efficient  Postal  Service.  It  offers  the  only  possibility  of  re- 
ducing what  is  a  hugely  labor  intensive  operation  at  the  Postal 
Service. 

Also,  I  do  want  to  applaud  the  Postal  Service  for  proposing  the 
very,  very  moderate  rate  increase  that  will  get  them  through  the 
next  2  fiscal  years.  My  organization,  the  Parcel  Shippers  Associa- 
tion, is  fully  supporting  that,  even  though  it  got  a  13.3-percent  in- 
crease, not  a  10.3-percent  increase,  because  the  Postal  Service  does 
need  that  much  more  to  cover  its  costs.  And  the  reason  that  our 
organization,  like  all  other  major  organizations  in  every  class  of 
mail,  is  supporting  that  is  that  it  will  give  the  Postal  Service  time 
to  work  on  a  very  obsolete  classification  system. 

The  Post  Office  doesn't  have  the  rates  properly  attuned  to  the 
services  it  provides  and  really  doesn't  provide  the  kind  of  sei-vices 
that  modern  mailers  now  need,  and  the  PMG  has  promised  a  major 
reclassification  effort,  using  this  time  that  he  is  buying  with  this 
short-term  rate  increase.  And  we  applaud  that. 

Let  me  talk  about  the  future.  If  the  future  of  the  Postal  Service 
is  10  years  from  now,  I  really  don't  have  any  doubt  that  the  Postal 
Service  will  remain  the  most  important  communications  systeni  for 
the  American  people,  as  well  as  an  indispensable  communications 
and  delivery  system  for  business;  and  certainly  the  most  important 
delivery  system  and  communications  system  for  the  mail  order  in- 
dustry. That  is  for  the  next  10  years. 

It  has  been  25  years  ago,  the  first  time  I  heard  the  end  of  the 
Post  Office  predicted  in  the  famous  speech  about  a  checkless  soci- 
ety. The  person  who  gave  that  speech  was  a  close  friend  of  mine 
and  I  have  teased  him  over  the  years,  but  he  was  only  the  first  of 
the  prophets  who  said  of  the  Post  Office — that  doom  is  at  hand, 
and  the  end  is  around  the  comer.  But  we  indeed  are  at  a  time 
when  it  seems  that  radical  change  will  come  about  in  the  Postal 
Service — I  don't  believe  in  10  years,  but  certainly  in  20  years. 

Unfortunately,  a  lot  of  that  change  is  going  to  be  change  for  the 
sake  of  change,  just  as  in  my  testimony  I  explained  what  has  hap- 
pened in  the  case  of  fax.  The  American  people  particularly,  it 
seems,  are  enamored  with  the  idea  of  using  technology  because  it 
exists.  If  we  can  do  something,  we  do  it  whether  it  makes  any 
sense  to  do  it. 

My  law  firm  now  has  four  fax  machines,  four  operators,  busy 
full-time  grinding  out  like  sausages  messages  going  out  and  coming 
in.  And  I,  as  managing  partner,  have  to  deal  with  this  and  try  to 
figure  out  a  way  to  pay  for  it.  I  can't  charge  anybody  for  the  incom- 
ing messages. 

We  talked  about  how  we  are  going  to  have  a  printer  in 
everybod/s  home.  That  is  going  to  be  terrific.  Who  is  going  to  de- 
cide what  is  going  to  be  printed  out,  unless  it  is  the  customers 
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themselves;  the  person  in  the  home  will  decide  when  he  or  she 
wants  to  buy  something  or  look  at  an  ad. 

All  of  my  mail  order  companies  can't  even  imagine  a  system 
where  they  can't  try  to  sell  to  a  customer  unless  the  customer  says, 
yeah,  I  want  you  to  sell  me  something.  That  is  going  to  be  a  very 
difficult  period  of  adjustment,  but  most  of  the  mail  order  companies 
that  I  know,  that  is  not  the  business  they  are  in. 

They  are  not  in  the  home  shopping  network  business.  The  busi- 
ness they  are  in  is  selling  by  hard  copy,  by  catalogs,  by  circulars; 
and  that  is  what  they  have  set  themselves  up  to  do.  They  are  not 
going  to  easily  pitch  that  overboard. 

Now,  the  Time  Warner  testimony  about  what  they  call  their  full 
service  network,  I  would  emphasize,  they  themselves  describe  it  as 
a  test.  This  test  could  tremendously  fail  in  all  the  respects  that 
have  real  immediate  implications  to  the  Postal  Service.  There  are 
obvious  benefits  to  a  system  that  they  have  described  where,  on  de- 
mand, you  can  access  all  kinds  of  information  and  databases  in 
your  home,  or  perhaps  watch  another  bad  movie,  as  if  we  were  not 
£ilready  surfeited  with  bad  movies  that  we  don't  have  to  pay  for. 

But  it  is  going  to  produce,  also,  a  weird  society  where  people, 
perhaps,  as  an  evolutionary  thing,  may  lose  the  use  of  their  limbs 
because  they  will  be  anchored  in  their  homes.  No  one  will  have  to 
leave  again.  It  is  a  weird  picture. 

And  the  difficulty  has  always  been  in  using  intelligently  the  tech- 
nology that  we  have.  I  do  not  think  my  law  partners  are  using  fax 
intelligently.  Why?  Because  they  don't  have  to  pay  for  it;  we  are 
charging  our  clients  for  it.  And  every  time  we  use  it,  we  have  a 
charge  in  there  to  pay  our  costs  for  our  capital,  costs  for  the  fax 
man,  for  the  operators;  and  then  there  is  also  the  phone  time  be- 
cause most  of  this  is  long  distance,  and  you  are  charging  them  for 
the  airtime.  It  is  not  cheap  to  use  fax. 

It  may  be  that  our  clients  who  are  faxing  all  kinds  of  things  to 
me,  that  I  don't  think  are  time  sensitive,  don't  care  about  the  cost 
because  they  think  the  lawyers  are  already  so  expensive  that  the 
cost  of  sending  a  fax  is  incidental  compared  to  that.  But  I  have  to 
believe  that  once  people  are  paying  the  cost  of  this  themselves, 
they  are  going  to  think  long  and  hard  about  sending  and  receiving 
faxes. 

What  the  full  service  network  is  going  to  be  with  a  printer  in 
your  home  is  what  most  sophisticated  businesses,  even  small  busi- 
ness such  as  mine,  are  already  equipped  to  do — ^that  is,  print  out 
all  kinds  of  stuff"  in  our  office  and  that  is  a  significant  cost  to  doing 
that.  It  is  just  that  when  business  does  it  the  cost  is  buried  in  other 
things.  But  I  don't  really  see  that  anytime  in  my  lifetime  as  a  prac- 
tical way  of  displacing  mail  order  sales. 

Now  you  have  heard  mail  order  companies  today,  such  as — well, 
L.L.  Bean  testified,  look,  we  are  looking  at  all  of  this.  We  don't 
want  time  to  pass  us  by.  We  are  testing  these  things. 

Time  Warner  is  very  smart.  They  are  testing  things  that  should 
be  tested.  But  merely  because  they  are  looking  at  these  things, 
does  not  mean  that  the  end  is  near.  But  the  Post  Office  is  seriously 
threatened  for  the  first  time,  and  right  at  home  where  they  live, 
first  class  mail.  I  believe  the  PMG  when  he  says  they  have  already 
lost  a  third  of  their  first  class  mail.  I  think  that  is  an  underesti- 
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mate.  Even  though  first  class  mail  has  increased,  the  Post  Office 
share  of  that  message  market  has  declined.  As  Mr.  Myers  pointed 
out  himself,  in  terms  of  checks,  there  may  be  a  lot  more  checks, 
but  there  are  also  a  lot  more  electronic  fund  transfers;  and  if  it 
were  not  for  EFT,  God  only  knows  how  many  checks  would  be  in 
the  mail.  It  would  be  an  unwieldy  system. 

The  challenge  is  to  take  the  good  parts  of  this  technology  and 
use — that  is,  not  throw  away  valuable  systems,  such  as  the  Postal 
System,  and  damage  them  seriously  because  there  is  a  technology 
that  says  we  can  do  something  whether  we  need  to  use  it  or  not. 

What  is  clear — and  several  questions  were  asked,  what  will  hap- 
pen to  those  parts  of  our  society,  those  residences  in  poor  commu- 
nities, rural  communities,  how  will  they  be  served?  The  idea  that 
Congress  will  subsidize  it  is  laughable.  Congress  won't  pay  a  penny 
for  anything.  The  fact  of  the  matter  is  that  indeed  those  services 
are  currently  subsidized  today,  but  not  by  Congress.  They  are  sub- 
sidized by  L.L.  Bean  and  other  companies  like  that.  That  is  who 
is  paying  for  that  service  now. 

Congress  won't  pay  for  it.  Congress  not  only  has  not  paid  their 
share  of  these  decreed  services  for  the  Postal  Service;  as  I  said  be- 
fore, they  have  also  at  the  same  time  raided  the  Post  Office  every 
time  they  can  with  some  kind  of  hide-the-ball  technique  so  that 
they  can  help  balance  the  budget.  Higher  postal  rates  are  simply 
a  disguised  tax  visited  upon  a  select  part  of  the  community. 

In  any  event,  I  would  not  expect  Congress  to  pick  up  the  tab  on 
the  consequences  of  a  rapidly  deteriorating  Postal  System.  On  the 
other  hand,  why  do  we  have  a  Post  Office  at  all?  We  have  a  Post 
Office  because  it  is  an  essential  service  that  nobody  else  would  pro- 
vide. I  mean,  if  there  were  a  company  that  could  have  done  this 
service,  they  would  have  been  doing  it. 

We  have  a  Postal  Service  because  only  a  monopoly,  at  least  in 
the  past,  only  a  monopoly  could  perform  the  essential  kinds  of  serv- 
ices; and  only  a  government  monopoly  would  get  into  that  business. 
Once  in  that  business  and  once  you  have  a  fixed  delivery  system, 
it  made  sense  to  try  to  add  on  particular  services,  which  is  how 
third  class  mail  came  into  being  and  how  parcel  post  came  into  ex- 
istence just  in  this  century,  in  1911. 

So  these  are  new  services,  or  products  as  people  like  to  call  them, 
that  have  developed  because  the  essential  infrastructure  of  deliver- 
ing to  every  community  exists.  The  question  is  whether  or  not  you 
need  a  Postal  Service  if  no  one  any  longer  needs  a  hard  copy.  And 
the  answer  is  obviously  no.  If  no  one  needs  a  hard  copy  of  any- 
thing, an  original  piece,  then  they  don't  need  a  Postal  System. 

You  are  not  going  to  maintain  a  Postal  System  just  to  deliver 
merchandise.  There  are  other  competitors  who  deliver  merchan- 
dise. The  Post  Office  is  simply  a  small  part  of  the  parcel  delivery 
system,  UPS  being  the  giant  in  that  business.  Certainly,  it  is  an 
opportunity,  however,  for  the  Post  Office  to  grow  some  market 
share,  and  that  is  all  important. 

But  clearly  the  Postal  Service  has  to  focus  totally  on  reducing 
costs,  increasing  productivity,  and  improving  their  delivery  stand- 
ards— improving  their  service,  not  only  meeting  the  standards,  im- 
proving the  standards  they  have,  so  that  that  part  of  their  market, 
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which  is  so  far  unaffected  by  technology,  will  expand  and  they 
won't  lose  that  simply  through  bad  service  and  high  prices. 

Thank  you  for  your  attention. 

Miss  Collins.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  May  follows:] 

Prepared  STATEME^fT  of  Timothy  May,  General  Counsel,  Parcel  Shippers 

ASSOCLATION 

My  name  is  Timothy  J.  May;  I  am  General  Counsel  of  The  Parcel  Shippers  Asso- 
ciation, a  group  of  approximately  200  businesses  which  utilize  the  United  States 
Postal  Service  and  other  carriers  to  ship  parcels  in  interstate  commerce.  Our  mem- 
bers are  heavily  reliant  upon  the  Postal  Service  as  the  principal  means  for  soliciting 
their  customers;  and  these  customers  in  turn  use  the  Postal  Service  to  place  orders 
for  merchandise,  and  to  pay  for  that  merchandise. 

We  are  pleased  to  have  this  opportunity  to  present  our  views  on  the  current  state 
of  affairs  at  the  United  States  Postal  Service,  its  immediate  and  long-term  future 
prospects,  and  changes  that  may  be  necessary  for  its  future  survival.  To  put  it  suc- 
cinctly, things  are  a  little  bumpy  at  the  Postal  Service  at  the  moment. 

1.  Financial  Condition.  The  Service  has  reported  an  audited  loss  of  $1,765  billion 
for  FY  '93  and,  through  the  first  half  of  FY  '94,  the  Service  reports  that  it  is  $473 
million  short  of  its  own  net  income  goals.  This  is  not  good,  but  it  must  be  seen  in 
perspective.  The  FY  '93  loss  is  less  than  27c  of  the  Postal  Service's  operational  costs; 
in  other  words,  if  the  Postal  Service  had  not  quite  2%  more  revenues,  from  rates 
that  were  not  quite  2%  higher,  the  Postal  Service  would  have  broken  even  in  FY 
'93.  Moreover,  a  very  substantial  part  of  that  "loss"  is  accounted  for  by  the  fact  that 
successive  Administrations  and  the  Congress  broke  faith  with  the  commitment 
made  in  the  Postal  Reorganization  Act,  and  five  times  since  1985  have  forced  the 
Postal  Service  and  its  customers  to  contribute  to  a  reduction  in  the  federal  deficit 
by  assuming  costs  that  had  clearly  been  agreed  to  be  the  obligation  of  the  federal 
government  and  which  the  federal  government  had  agreed  to  pay.  We  hope  that  the 
final  bills  are  in  on  this  highjacking  of  revenues  from  the  Postal  Service  to  help  bal- 
ance the  federal  budget,  although  past  legislation  has  imposed  costs  that  will  re- 
main with  the  Postal  Service  for  decades. 

2.  Service  Standards.  Despite  strenuous  efforts  the  Postal  Service  seems  to  be 
making  little  headway  to  improve  on  its  past  record  of  meeting  its  own  service 
standards.  During  Postal  Quarter  II  of  FY  '94  the  on-time  delivery  of  overnight-com- 
mitted first  class  mail  declined  from  83%  to  79%  from  the  previous  year,  and  from 
85%  to  79%  from  Quarter  to  Quarter.  There  can  be  little  doubt  that  one  of  the  worst 
winters  on  record  contributed  to  this  poor  delivery  performance,  not  to  mention  add- 
ing to  costs  rather  substantially.  Curiously  enough,  however,  in  Quarter  II  the  inde- 
pendently-administered Customer  Satisfaction  Index  (CSI)  showed  that  89%  of  sur- 
veyed households  rated  overall  service  as  "good"  to  "excellent."  Despite  the  reported 
decline  in  meeting  first  class  delivery  standards,  that  89%  nevertheless  represents 
customer  satisfaction  equal  to  the  record  high  of  1993  for  that  period,  and  an  in- 
crease of  1%  from  the  first  Quarter.  It  may  be  that  the  American  people  understand 
that  bad  weather  does  indeed  hamper  the  Postal  Service  as  it  does  all  other  facets 
of  their  lives,  and  appreciate  the  fact  that  they  were  getting  pretty  good  service  de- 
spite deplorable  weather  conditions. 

3.  Automation.  As  the  Postmaster  General  has  testified  to  this  Committee,  the 
Postal  Service  has  invested  about  $2.6  billion  in  automation  since  1987;  and  will 
further  invest  $1.7  billion  in  the  next  several  years;  and  the  expectation  is  that  vir- 
tually all  letter  mail  will  be  barcoded  by  the  end  of  1997.  The  money  has  been 
spent,  more  will  be  spent,  and  vast  amounts  of  automated  equipment  have  been  de- 
ployed throughout  the  postal  system.  The  question  is  has  it  realized  its  potential? 
The  PMG  testified  to  you  that  through  this  year  automation  will  have  helped  the 
Postal  Service  reduce  its  costs  by  $1.6  biUion,  and  they  anticipate  that  over  the  life 
of  the  equipment  the  cost  avoidance  will  exceed  $14  billion.  There  seems  to  be  little 
question  that  automation  is  the  fiiture  of  the  Postal  Service;  it  is  the  only  thing  that 
holds  out  realistic  hope  of  reducing  the  massively  labor-intensive  nature  of  the  Post- 
al Service's  costs.  Yet,  most  students  of  the  subject  believe  that  the  savings  to  date 
are  disappointing.  Does  that  mean  that  automation  was  a  mistake?  Clearly  not.  In 
our  view  investments  made  in  automation  are  the  soundest  money  the  Postal  Serv- 
ice has  spent.  Their  difficulty,  and  the  difficulty  experienced  by  many  segments  of 
American  industry,  has  been  in  the  adaptation  to  such  considerable  change  in  short 
periods  of  time.  A  substantial  learning  curve  must  be  allowed  for,  both  on  the  part 
of  customers,  and  more  particularly  for  the  management  of  this  change  within  the 
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postal  system  itself.  The  Postal  Service's  latest  reports  on  the  increasing  amounts 
of  nonproductive  labor  time  are  a  graphic  illustration  that  management  has  yet  to 
learn  how  fully  to  utilize  the  vast  array  of  automation  equipment  that  it  has  de- 

Eloyed.  Does  that  mean  that  we  think  they  can  not  do  it?  Not  at  all.  Frankly  we 
ave  little  doubt  that  this  will  be  smoothed  out,  sooner,  we  hope,  than  later. 

4.  New  Postal  Rate  Proposal.  As  the  Committee  knows,  the  Postal  Service  has  pro- 
posed an  across-the-board  rate  increase  of  10.3%,  which  it  anticipates  will  see  it 
through  Fiscal  Years  1995  and  1996.  PSA,  like  almost  every  major  mailer  organiza- 
tion in  every  class,  supports  this  proposal.  PSA  supports  it,  notwithstanding  the  fact 
that  the  proposed  increase  for  parcels  is  not  10.3%  but  13.3%.  This  higher  increase 
is  required,  so  the  Postal  Service  claims,  in  order  fully  to  meet  the  Postal  Service's 
attributable  costs  for  handling  parcel  post  and  make  some  marginal  contribution  to 
institutional  costs.  PSA  is  not  happy  that  its  rates  are  being  raised  more  than  most 
other  types  of  mail;  nevertheless,  we  fully  support  the  Postal  Service's  proposal  be- 
cause we  believe  it  is  a  most  enlightened  approach  for  dealing  with  the  Postal  Serv- 
ice's revenue  shortfall  in  the  short  term,  while  allowing  for  the  time  to  greatly  re- 
vamp an  obsolete  postal  classification  system.  Such  major  reclassification  will  allow 
for  the  next  round  of  rate  increases  to  be  affixed  to  a  more  rational  classification 
schedule,  which  more  closely  fits  the  needs  of  the  modem  postal  user. 

5.  Results  of  the  Postal  Restructuring.  As  the  PMG  has  testified,  the  restructuring 
is  complete.  Like  all  such  massive  efforts,  not  everything  went  as  planned.  Never- 
theless, it  is  ovu-  judgment,  despite  the  Postal  Service's  current  troubled  perform- 
ance, that  restructiiring  has  been  a  success.  I  would  like  to  put  this  comment  in 
the  perspective  of  the  last  several  years.  Two  years  ago,  when  we  appeared  before 
this  Committee,  we  reported  the  follov«ng  dire  conditions:  major  mailers  were  reel- 
ing from  two  successive  rate  increases  that  were  far  in  excess  of  the  rate  of  inflation 
over  the  preceding  six  years;  postal  volume  had  declined;  postal  revenues  were  well 
below  plan;  and  postal  costs  were  above  plan.  Productivity  had  declined,  and,  de- 
spite the  expenditure  of  billions  of  dollars  for  automation,  it  was  not  producing  the 
promised  cost  savings. 

Given  where  the  Postal  Service  was  two  years  ago,  its  current  performance  has 
to  be  pronounced  a  success,  particularly  in  light  of  the  fact  that  postal  rates  have 
not  been  raised  during  that  period  of  time  and  will  not  be  ridsed  until  next  year. 
That  is  a  remarkable  development.  It  is  clear  that  the  restructiuing  has  had  a  great 
deal  to  do  with  permitting  the  Postal  Service  to  reverse  the  destructive  trends  that 
were  evident  two  years  ago  and  to  advance  to  the  point  where  further  price  in- 
creases will  not  be  necessary  until  1995.  Our  members  know  of  few,  if  any,  vendors 
to  them  who  have  not  raised  their  prices  for  four  years,  despite  the  fact  that  none 
of  them  are  as  labor-intensive  as  the  Postal  Service. 

The  restructuring  peeled  off  many  layers  of  bureaucracy,  particularly  at  head- 
quarters and  the  regions;  there  is  clearly  a  leaner  and  more  directed  workforce,  that 
takes  seriously  from  top  to  bottom  the  fact  that  the  customer  is  their  first  concern. 
Employees  at  all  levels  are  involved  in  goal  setting  and  achievement;  the  rigid  hier- 
archical and  authoritarian  ways  that  existed  for  a  century  have  been  thrown  over 
in  the  period  of  a  year.  These  things  are  not  done  without  a  lot  of  pain,  suffiering, 
and  mistakes.  It  is  our  conviction  that  the  real  fruits  of  this  restructuring  are  yet 
to  come. 

6.  Reclassification.  As  the  PMG  has  recently  told  this  Committee  it  is  their  inten- 
tion to  have  a  complete  overhaul  of  the  classification  system.  We  do  not  know 
whether  a  complete  overhaul  is  required  but  we  certainly  know  that  very  substan- 
tial classification  changes  must  be  made  to  meet  our  business  needs.  As  the  PMG 
has  pointed  out,  classes  of  mail  seem  to  be  defined  more  by  what  is  inside  the  enve- 
lope or  package  than  by  what  processing  operations  the  Postal  Service  is  obliged  to 
perform  on  those  products.  He  testified  that  the  Post  Service  has  "added  dozens  of 
fractional  worksharing  discounts  to  respond  to  worksharing  initiatives  and  techno- 
logical innovations."  According  to  the  PMG  this  has  resulted  in  "a  busy,  bumpy,  bu- 
reaucratic ride  for  postal  customers."  We  are  not  sure  that  the  PMG  has  put  his 
finger  on  exactly  what  ails  the  system.  The  harm  is  not  that  the  Postal  Service, 
often  dragged  screaming  and  kicMng  by  mailer  initiatives,  has  disaggregated  costs 
and  rates  through  worksharing  and  automation  based  discounts.  We  do  not  want 
to  lose  that  ability  to  match  price  to  cost.  Rather,  it  has  been  the  unnecessary  and 
cumbersome  bureaucratic  rules  and  regulations  that  have  attended  the  creation  and 
implementation  of  these  large  array  of  discounted  rates.  Frankly,  a  postal  classifica- 
tion system  as  simple  as  many  suggest  it  should  be  is  one  that  would  be  naive  and 
blind  to  significant  cost  variations  and  service  needs  to  the  customers.  In  this  mas- 
sive reexamination  of  the  classification  structure,  which  we  applaud,  we  do  not  want 
to  see  the  baby  thrown  out  with  the  bath  water.  It  remains  to  be  seen  whether  the 
PMG's  idea  of  "a  simple  menu  of  products  .  .  .    one  that's  based  on  service  level, 
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use  of  technology,  and  volume,"  is  one  that  can  also  meet  the  PMG's  objectives  of 
being  "easier  for  customers  and  postal  employees  to  understand  and  use  and  one 
with  prices  tied  more  closely  to  costs  and  market  factors." 

7.  The  Future  of  the  Postal  Service.  Let  me  say  at  the  outset  that,  if  the  future 
is  defined  as  the  next  ten  years,  I  have  no  doubt  that  the  Postal  Service  will  remain 
as  the  most  important  communications  link  available  to  every  American,  and  an  in- 
dispensable communication  tool  and  deUvery  system  for  business  and  most  particu- 
larly for  the  mail  order  industry.  I  cannot  recall  the  number  of  times  over  the  last 
twenty-five  years  that  I  have  heard  predictions  of  the  early  demise  of  the  Postal 
Service.  That  death  knell  was  first  presaged  in  the  false  prediction  of  a  "checkless 
society."  While  other  government  agencies  have  come  and  gone  in  that  period  of 
time,  the  Postal  Service's  volumes  and  revenues  have  continued  to  grow  unabated. 
Having  s£iid  that,  I  also  must  say  that  the  PMG's  efforts  to  make  every  postal  em- 
ployee understand  that  the  Postal  Service  is  severely  challenged  by  aggressive  com- 
petitors at  every  turn  is  exactly  the  right  message.  When  the  PMG  states  that  new 
technologies  such  as  fax  have  cut  into  the  Postal  Service's  first  class  type  volume 
about  33%,  it  is  my  educated  guess  that  he  is  right  on  the  mark.  Fax,  in  my  view, 
provides  the  most  formidable  threat  to  the  Postal  Service's  viability  for  the  next  dec- 
ade. Eventually,  various  forms  of  electronic  communication  are  also  going  to  take 
their  toll  on  the  Postal  Service;  but  the  immediate  threat  for  the  next  decade,  I  be- 
lieve, is  posed  by  fax  because  it  produces,  in  ever  better  quality,  the  hard  copy  that 
most  people  currently  desire.  For  example,  when  first  introduced,  my  law  firm  made 
sparse  use  of  fax  and  the  uses  were  largely  limited  to  materials  that  indeed  were 
time  sensitive,  always  to  be  followed  by  a  mailed  copy  of  the  original;  today,  every 
manner  of  communication  both  coming  and  going  uses  fax;  we  have  four  fax  opera- 
tors just  to  handle  the  traffic,  and  I  must  tell  you  that  in  my  opinion  95%  of  those 
materials  are  not  time  sensitive,  but  could  just  as  well  be  sent  by  mail.  But  people 
seem  to  want  speed  for  the  sake  of  speed.  These  faxes  clearly  are  now  substituting 
for  mail  because  the  original  is  no  longer  sent  by  mail  as  in  the  past.  This  type  of 
threat  means  that  the  Postal  Service  cannot  afford  to  have  anything  but  the  best 
service  at  the  lowest  price  in  order  to  keep  and  expand  its  current  markets  that  are 
not  yet  substantially  affected  by  new  electronic  technologies. 

^^at  also  is  clear  to  us  is  that  the  Postal  Service  must  be  able  to  react  far  more 
rapidly  to  market  conditions  than  the  current  cvunbersome  rate  making  and  classi- 
fication machinery  allow.  As  we  have  testified  before,  we  see  no  reason  why  the 
Postal  Rate  Commission  need  have  any  role  in  the  approval  of  new  products  that 
are  designed  to  meet  existing  competition,  and  where  the  Postal  Service  enjoys  no 
monopoly.  The  public  is  more  than  adequately  protected  by  competition  and  does  not 
need  the  heavy  hand  of  the  Postal  Rate  Commission  preventing  the  Postal  Service 
from  a  quick  response  to  competitors,  or  refusing  them  any  response  at  all,  such  as 
their  rejection  of  the  Postal  Service's  recent  BSPS  proposal.  As  we  have  previously 
testified  the  sole  concern  of  the  Postal  Rate  Commission  should  be  to  ensure  that 
these  new  products  are  not  cross-subsidized  by  monopoly  services,  and  that  they  are 
freely  available  to  all  under  equal  circumstances.  This,  of  course,  would  require  a 
change  in  the  law. 

We  would  be  pleased  to  respond  to  questions. 

Miss  Collins.  Mr.  McCormick,  you  stated  that — ^this  is  just  a 
small  part  of  your  testimony — that  initially  you  diverted  much  of 
your  package  volume  from  Parcel  Post  to  UPS  because  of  cost  sav- 
ings and  service,  and  now  you  have  shifted  from  UPS  to  Federal 
Express. 

Still  cost  savings  and  service? 

Mr.  McCormick.  Definitely  service.  Federal  Express  has  given 
us  a  package  deal  where  we  can  turn  around  customer  orders  to 
the  West  Coast  in  3  or  4  days — to  compare  that  with  the  Postal 
Service,  that  may  be  4  or  5  days  quicker  for  our  customers;  and  for 
roughly  the  same  price,  we  get  that  quicker  turnaround. 

And  they  also  provide  a  tracking  mechanism  so  if  a  package  gets 
lost — they  are  barcoded,  and  if  a  customer  calls  up  and  asks  where 
a  package  is.  Federal  Express  has  provided  us  a  database  where 
we  can  tell  that  customer  exactly  where  that  package  is  at  that 
time. 
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So  for  those  reasons,  yes,  both  better  service  and  better  value  to 
the  customer. 

Miss  Collins.  Do  you  think  the  Postal  Service  could  meet  those 
goals  also  once  they  get  the  barcoding  in  place? 

Mr.  McCORMiCK.  I  think  it  can.  I  think  the  Postal  Service  can 
be  competitive.  I  am  not  here  to  preach  doom  and  gloom  for  the 
Postal  Service.  I  think  it  is  a  matter  of  understanding  the  cus- 
tomer's needs  and  where  the  market  is  going. 

Bean  has  had  a  good  relationship  with  the  Post  Office,  and  they 
have  listened  to  us.  I  have  no  doubt  that  the  Post  Office  can  re- 
spond to  the  customer's  needs  and  be  competitive  in  this  market. 

Miss  Collins.  So  you  might  in  the  future,  all  things  being  equal, 
go  back  to  the  Postal  Service. 

Mr.  McCORMICK.  Sure,  initially  when  we  diverted  our  packages 
to  UPS — in  the  1980s,  we  gave  25  percent  back  to  the  Postal  Serv- 
ice and  just  recently  gave  everything  to  Federal  Express.  If  they 
can  provide  a  competitive  service  for  us,  we  will  go  back  there. 

Miss  Collins.  Mr.  May,  it  seems  to  me  that  in  your  testimony 
what  we  are  seeing  all  over  is  the  need  for  immediate  gratification. 
You  mentioned  that  even  your  own  firm  is  using  fax  in  a  costly 
fashion  when  there  is  no  need  to  use  it.  And  the  customers  use  it — 
your  clients  use  it  because  they  figure  they  are  going  to  get  stuck 
for  the  high  price  anjrway  for  your  legal  advice.  And  I  don't  see 
those  needs  diminishing  for  immediate  gratification. 

If  someone  ordered  something  on — what  is  it — shoppers — Home 
Shopping  Club;  you  see  a  diamond  ring  on  it,  and  if  you  want  it 
and  you  order  it  and  that  ring  would  be  at  your  doorstep  within 
three  hours,  customers  would  use  it. 

Mr.  May.  Madam  Chairman,  they  indeed  already  are  shopping 
by  the  electronic  service  on  television.  The  Home  Shopping  Net- 
work has  been  a  very  profitable  enterprise  for  those  who  got  in  it. 
It  simply  is  not  a  significant  part  of  the  market.  And  the  question 
we  are  raising  is,  is  this  going  to  grow?  Is  this  kind  of  consumer 
culture  going  to  change  so  radically  that  the  traditional  mail  order 
business  will  be  gone? 

The  traditional  mail  order  business  depends  upon  building,  you 
know,  a  certain  amount  of  loyalty  over  the  years  from  your  estab- 
lished customer  base.  I  can't  think  of  anybody  that  has  got  more 
loyalty  than,  for  example,  L.L.  Bean  seated  right  here  at  the  table. 

They  have  spent  most  of  this  century  establishing  that  image 
with  an  established  customer  base.  They  are  always  trying  to  get 
new  customers,  of  course,  but  they  have  a  way  of  selling  to  that 
base,  which  is  their  catalog;  and  their  customers  are  used  to  doing 
it  that  way.  They  have  a  certain  way  that  they  buy. 

I  have  a  hard  time  seeing  the  kind  of  instant  and  quick  decisions 
that  are  made  with  someone  slipping  through  a  television  menu 
and  bouncing  off  screens;  that  is  a  different  kind  of  buying  that 
happens.  But  the  question  is,  is  that  kind  of  behavior  going  to  be- 
come so  prevalent  that  the  traditional  mail  order  company  ceases 
to  exist?  That  could  happen  over  time.  I  think  it  would  take  a  lot 
of  time  for  that  to  happen. 

Some  of  the  testimony  you  have  heard  today  discusses  the  var- 
ious surveys  that  people  have  taken  about  how  difficult  it  is  for  the 
ordinary  consumer  to  deal  with  technology,  how  most  of  us  can't 
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even  program  our  own  VCR,  yet  our  children  are  much  more  com- 
fortable with  this  kind  of  technology.  They  are  much  more  com- 
fortable using  electronic  materials,  and  so  it  is  easier  to  imagine 
them  more  readily  adapting.  I  think  that  will  all  take  time. 

The  fear,  certainly,  for  government  employees  at  the  Postal  Serv- 
ice and  for  others,  and  particularly  the  mail  order  industry,  is  that 
there  is  something  that  happens  so  suddenly  that  you  cannot  deal 
with  it;  that  suddenly  the  Post  Office  finds  itself  with  700,000  em- 
ployees and  all  these  installations  and,  overnight,  the  mail  volume 
has  been  cut  in  half.  Then  you  have  a  catastrophe  at  hand.  I  don't 
think  that  is  going  to  happen.  I  don't  think  that  is  the  way.  Be- 
cause we  are  not  going  to  have  an  overnight  conversion  on  the  part 
of  people  to  these  new  things,  but  indeed,  they  are  coming. 

But  as  you  said,  Madam  Chairman,  there  is  this  need  for  instant 
gratification  which  is  self-fulfilling.  What  was  not  time  critical  is 
now  time  critical.  I  assure  you  if  my  client  faxes  me  a  question,  I 
am  going  to  fax  him  the  answer  because  he  has  now  decided,  I 
need  to  know  this  right  away;  otherwise  why  would  he  have  faxed 
it  to  me? 

But  this  is  the  kind  of  strange  behavior  we  have.  So  that  once 
you  can  do  something,  that  becomes  the  standard;  and  if  you  don't 
do  it,  then  time  simply  passes  you  by. 

We  have  in  my  law  firm — we  are  on  our  fourth  generation  of  wir- 
ing of  equipment  for  word  processing;  all  the  attorneys  and  sec- 
retaries are  all  wired  up.  No  client  is  paying  for  this.  We  just  spent 
$2  million  for  the  latest  edition.  No  client  of  mine  is  going  to  pay 
for  this.  You  just  try  to  put  on  the  bill  your  share  of  the  $2  million 
we  just  spent  on  the  word  processing  equipment,  and  they  will 
laugh  at  you.  I  mean,  this  is  idiotic.  So  what  we  lawyers  have  done, 
lawyers  and  law  firms,  we  have  created  the  expectancy  that  we  can 
immediately  grind  out  pleadings,  file  them  right  away;  and  so  we 
have  created  a  system  where  life  is  more  frantic,  we  are  not  more 
productive. 

The  product,  I  assure  you,  is  not  any  better.  It  is  the  same  prod- 
uct. You  probably  have  not  noticed.  I  certainly  haven't,  that  the 
quality  of  justice  in  this  country  has  not  improved  along  with  the 
huge  expenditure  for  technological  equipment  that  has  gone  into 
the  legal  business. 

And  so  it  is,  either  one  of  these  things,  that  it  is  there;  we  all 
do  it.  It  doesn't  make  any  sense  to  do  it,  but  it  is  like  trying  to  hold 
back  the  tide  to  stop  it  and  that  I  fear  is  indeed  what  is  coming 
with  the  use  of  this  technology.  And  it  is  almost  shelf  equipment. 
It  is  a  question  of  who  is  going  to  pay  to  wire  up  this  country  and 
who  is  willing  to  invest  the  money? 

Time  Warner  is  willing  to  do  $5  billion.  There  are  people  who  are 
willing  to  invest  this  money  to  get  us  all  wired  up  and  to  throw 
thousands  of  choices  at  us.  And  then,  somehow,  somebody  is  going 
to  have  to  pay  for  this.  But  I  fear  it  is  coming,  and  I  think  that 
we  will  have — in  maybe  20  years,  we  will  have  a  very  radically 
changed  Postal  Service.  It  will  clearly  not  be  doing  what  it  is  today. 

Miss  Collins.  Thank  you  very  much. 

Mr.  Myers. 

Mr.  Myers.  Well,  thank  you.  Madam  Chair. 
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I  think  what  I  have  been  hearing  this  morning,  this  committee 
has  been  hearing  from  the  various  witnesses,  that  I  have  had  the 
privilege  of  hearing,  that  competition  is  out  there,  as  it  always  is, 
but  the  Postal  Service  may  not  be  keeping  up  with  the  competition. 
And  we  heard  that  a  couple  of  weeks  ago  when  we  had  PMG  Run- 
yon  here. 

He  said  he  has  run  several  businesses  in  his  career,  but  there 
is  more  competition  today  for  the  Postal  Service  than  there  ever 
was  for  the  businesses  that  he  was  in.  One  of  them  was  the  auto 
industry.  But  it  sounds  like  the  Postal  Service  is  not  staying  com- 
petitive, and  because  of  that,  they  have  lost  some  of  the  business. 
And  I  don't  know,  once  you  get  behind  in  business,  my  experience 
has  been,  it  is  kind  of  hard  to  catch  up.  And  politics,  I  guess,  is 
the  same  way. 

Is  that  what  you  are  saying  today,  that  the  Postal  Service  has 
taken  its  customers  for  granted,  and  we  have  not  been  willing — loy- 
alty is  fine,  but  when  you  are  in  business  and  every  business  is  in 
competition,  even  the  Postal  Service  found  itself  in  competition. 
Loyalty  is  fine,  but  it  doesn't  pay  your  bills? 

Mr.  McCoRMiCK.  I  don't  think  I  would  say  that  the  Post  Office 
hasn't  paid  attention  to  their  customers. 

Mr.  Myers.  I  didn't  say  that.  I  said  didn't  keep  up. 

Mr.  McCORMlCK.  My  concern  is  that  three  examples,  all  con- 
firmed by  the  Postmaster  General,  where  the  Post  Office  has  lost 
business — business-to-business  mail,  express  mailings,  and  some 
parcel  business.  And  I  don't  see  a  response. 

The  Post  Office,  a  great  organization,  $50  billion  business  that 
would  be  a  Fortune  500  company.  Most  companies  have  a  strategic 
business  plan  and  in  that  plan  in  process  they  try  to  determine  the 
opportunities  and  the  threats  to  their  business  and  their  product 
lines;  they  try  to  assess  what  all  this  means  and  the  potential  im- 
pact of  technology  to  their  business,  and  I  don't  see  that  happening. 
And  I  don't  want  that  to  happen  to  third  class  or  business-to-home 
mail  what  is  happening  in  business-to-business  mail. 

I  think  it  is  a  good  business  that  someone  in  the  Post  Office  take 
a  strategic  view  of  this,  and  try  to  understand  this  and  go  out  and 
hire  the  best  experts — I  am  not  sure  if  a  blue  ribbon  panel,  or 
what,  is  necessary.  But  try  to  determine  and  make  heads  or  tails 
out  of  this  technology  and  see  where  it  is  going  and  decide  where 
to  best  position  the  Post  Office  so  that  they  are  not  caught  off 
guard  in  the  future. 

I  think  that  the  Post  Office  has  been  responsible  to  the  cus- 
tomers. The  one  short-sightedness  is  that  they  don't  stick  their 
heads  up  and  look  down  the  road  to  the  future. 

Mr.  Myers.  You  are  confusing  me.  You  say,  they  haven't  lis- 
tened, and  then  you  tell  me  the  things  that  they  haven't  done. 

One  of  the  businesses  that  I  was  in,  if  I  didn't  loan  to  my  cus- 
tomers, they  would  go  to  bank  somewhere  else.  Is  that  what  you 
just  said? 

Mr.  May.  Mr.  Myers,  let  me  offer  a  thought,  and  that  is,  the  Post 
Office  was  in  rather,  I  think,  serious  trouble  2  years  ago.  I  think 
PMG  Runyon,  with  a  lot  of  pain  and  suffering,  managed  to  restruc- 
ture that  place.  And  I  think  right  down  to  the  rank  and  file,  they 
will  tell  you  that  that  Post  Office  now  is  a  much  changed  place. 
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A  century  of  autocratic  and  hierarchical  rule  is  gone  in  a  year; 
and  you  now  have  participation  in  the  setting  of  goals  and  the 
achievement  of  tasks,  right  through  the  Postal  Service  team,  a 
whole  new  system  and  approach  in  dealing  with  the  Postal  Service. 
And  he  has  brought  this  large,  large  number  of  postal  employees 
into  the  21st  century  where  they  have  to  be;  and  I  think  the  fruits 
of  that  are  just  beginning  to  be  realized. 

Another  problem,  on  the  other  hand,  the  Post  Office  has  had  is 
in  trying  to  respond  to  competition.  The  Post  Office  indeed  enjoys 
a  monopoly  over  letter  mail,  but  that  is  where  it  ends.  They  have 
always  had  some  competition;  now  they  have  fierce  competition  in 
all  of  those  services  where  they  don't  have  a  monopoly. 

The  Post  Office  is  incapable  of  responding  to  that  kind  of  com- 
petition because  they  have  to  go  to  the  Postal  Rate  Commission 
and  go  through  lengthy  hearings,  and  inevitably  the  Commission 
rejects  their  attempt  to  try  to  fashion  a  means  of  competing.  Most 
recently,  the  bulk  small  parcel  service  proposal,  which  was  an  ef- 
fort by  the  Postal  Service  to  try  to  compete  for  some  of  this  mer- 
chandise that  now  is  going  to  UPS,  Roadway,  and  in  the  case  of 
L.L.  Bean,  Federal  Express,  the  Commission  took  a  very  long  time 
to  conduct  a  hearing,  and  in  the  end,  rejected  it. 

We  have  testified  to  this  committee  before  that  we  do  not  see  any 
reason  why  the  Postal  Rate  Commission  should  have  anything  to 
do  with  the  establishment  of  a  new  product  or  service  by  the  Post 
Office  that  responds  to  competition.  In  other  words,  where  there  is 
competition,  you  don't  need  a  government  regulatory  agency  to  pro- 
tect the  consumer.  Competition  protects  the  consumer.  The  only 
role  for  the  Rate  Commission  in  those  areas  is  to  determine,  num- 
ber one,  that  the  price  for  that  is  not  being  cross-subsidized  by  mo- 
nopoly classes,  by  artificially  high  rates  for  the  monopoly  services; 
and  number  two,  that  it  is  fair,  that  everybody  similarly  situated 
gets  a  chance  to  have  these  low  rates.  They  have  no  other  role. 

Instead,  the  role  they  perform  is  to  nitpick  every  proposal  that 
the  Post  Office  has  made  to  try  to  meet  competition,  and  in  the 
end,  defeat  it. 

This  would  take  legislation.  It  is  long  overdue,  and  it  is  some 
thing  needed  by  the  Postal  Service;  if  it  is  to  have  any  chance  at 
responding  to  a  very  quick-changing  market,  you  have  to  get  rid  of 
this  really  ancient  mechanism  that  exists  now  for  coming  up  with 
new  products  and  services. 

Mr.  Myers.  A  lot  of  people  agree  with  you  to  do  away  with  the 
Rate  Commission,  but  it  was  established,  of  course,  for  a  purpose, 
to  review  the  Postal  System  and  to  make  recommendations  for 
rates.  And  maybe  it  hasn't  functioned  as  it  should.  I  think  it  has 
functioned  too  much  is  what  you  are  saying.  It  has  gone  way  be- 
yond the  intent. 

Mr.  May.  I  clearly  don't  want  to  abolish  the  Rate  Commission 
proper  role  to  set  the  monopoly  rates  on  those  classes  of  service. 
You  can't  go  anjrwhere  else  and  get  first  class  mail.  You  can  only 
go  to  the  Post  Office.  And  the  Rate  Commission  keeps  some  eye  on 
the  Post  Office  as  to  how  much  money  it  legitimately  needs  to  oper- 
ate on;  that  is  a  very  legitimate  role. 

What  I  am  complaining  about  is  the  fact  that  they  intrude  into 
the  areas — and  by  law,  they  have  to — where  there  is  no  consumer 
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to  protect.  The  competition  is  out  there,  and  they  are  trying  to 
meet  competition;  and  the  Rate  Commission  won't  let  them. 

Mr.  Myers.  I  am  concerned  about  the  role  of  this  committee 
under  the  new  system.  We  find  ourselves  somewhat  out  in — I 
would  like  to  say  right  field;  I  would  like  to  say — out  in  the  field, 
anyway.  The  role  we  are  performing  right  now  is  a  statutory  re- 
quirement, but  is  it  a  pro  forma  session?  Are  we  actually  going  to 
do  something  with  what  you  tell  us,  or  are  we  going  to  sit  back  and 
say,  well,  we  performed  that  duty  and  we  will  do  it  again  next 
year. 

Miss  Collins.  The  Chair  would  like  to  thank  all  of  our  wit- 
nesses, who  have  certainly  given  us  a  lot  to  think  about;  and  I  am 
sure  that  the  other  members  of  the  committee  will  read  the  testi- 
mony. 

I  want  to  thank  all  of  you  for  coming,  and  this  hearing  is  now 
adjourned. 

[Whereupon,  at  12:36  p.m.,  the  committee  was  adjourned.] 

[Additional  material  submitted  for  the  record  follows:] 
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Postal  Reorganization  overlooked  among  Nixon's  legacies  as 
32  mailer  groups  unprecedentedly  puff  the  postal  peace  pipe. 

by  John  Jay  Daly,  President  (Sent  25  April  94  fm  fax  301  656  8069) 

Daly  Communications,  Chevy  Chase.  MD  20815 

Despite  the  avalanche  of  analysis  and  torrent  of  tnbutes  following  the  death  of  former 
President  Nixon,  no  pundit  I  read  or  heard  even  mentioned  that  among  his  legacies  was  the 
pivotal  fact  that  he  supported  -  and  gladly  signed  into  law  -  the  Postal  Reorganization  Act  of 
1970.    This  legislative  landmark  has  vastly  affected  millions  of  mailers  in  myriad  ways. 

For  more  than  a  dozen  years  surrounding  that  seminal  and  tumultuous  period,  I  served  as 
the  Senior  VP  heading  the  busy  Washington  operations  for  the  then  smaller  DMAA  (Direct  Mail 
Advertising  Ass'n).  In  that  role  I  was  intimately  involved  in  the  lobbying  that  occurred  for 
several  years  before  "the  miracle"  of  postal  reform  finally  became  reality 

Among  the  many  vivid  vignettes  of  the  period  was  the  inside  tip  from  a  longtime  top 
White  Hou$e  counselor  to  Eisenhower  who  was  also  present  in  November  '68  when  Winton  M. 
Blount  firmly  insisted  he  would  not  accept  the  Cabinet  post  as  PMG  without  the  personal 
promise  from  then  Pres  -elect  Nixon  that  this  still-forming  White  House  would  not  interfere  with 
the  major  postal  revamping  being  discussed    For  "Red"  Blount  -  the  tall  Alabama  contractor, 
who  was  as  soft-spoken  as  he  was  stubborn  -  was  determined  to  implement  the  controversial 
recommendations  of  the  President  Commission  (appointed  earlier  by  LBJ)  which  had  studied 
why  the  old  Post  Office  Dep't  wasn't  working. 

Among  the  many  daring  changes  suggested  by  the  The  Kappel  Commission  (as  it  was 
known  because  it  was  headed  by  the  new  chairman  of  At&T)  was  the  historic  removal  of  the  Post 
Office  DepH  from  the  President's  Cabinet  so  the  agency  could  be  restructured  on  a  more 
business-like  and  allegedly  nonpolitical  basis.    It  would  then  be  known  as  the  US,  Postal  Service. 
While  there  was  bipartisan  support  for  this  radical  reform,  there  was  also  massive  opposition. 

Nixon  kept  his  promise  to  PMG  Blount.    The  only  overt  "interference"  came  six  days 
before  Christmas  1969  when  top  aide  Charles  Colson  summoned  the  recalcitrant  postal  union 
leaders  to  the  White  House    In  his  firm  way,  Colson  offered  them  a  secret  deal  if  they  would 
drop  their  adamant  opposition  and  pave  the  way  for  the  legislation's  passage.  For  then,  as 
now.  postal  laws  won't  be  changed  without  the  assent  of  the  powerfiil  postal  unions.  Sure 
enough,  six  month's  later,  the  bill  cleared  Congress  and  was  signed  into  law  by  Pres.  Nixon  on 
August  10, 1970.  It  took  effea  the  next  July  and,  postal-wise,  things  have  never  been  the  same. 

Had  Congress  not  "reformed"  the  old  politically  polluted  Post  Office  Dep't,  which  thought 
of  business  mailers  only  as  patrons  (read"  nuisances)  and  never  as  "customers"  it's  patently 
impossible  to  imagine  what  low  level  of  service  or  high  level  rates  we  now  might  be  coping  with. 
But  it's  curious  -  and  even  fiin  -  to  speculate  what  postal  problems  I  now  might  be  writing, 
speaking  and  counseling  about  had  those  changes  bqL  been  signed  into  law  by  Pres.  Nixon. 
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OVERSIGHT  HEARING  ON  THE  U.S.  POSTAL 
SERVICE 


TUESDAY,  MAY  17,  1994 

House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  10:05  a.m.,  in  room  311, 
Cannon  House  Office  Building,  Hon.  Thomas  C.  Sawyer  presiding. 

Members  present:  Representatives  Sawyer,  Norton,  Watt,  Myers, 
Young,  and  Morella. 

Mr.  Sawyer.  Good  morning.  Welcome  to  the  fourth  hearing  in 
the  committee's  annual  oversight  of  the  Postal  Service.  Today  we 
are  going  to  hear  from  representatives  of  the  agency's  employee  or- 
ganizations and  management  associations. 

Our  witnesses  today  appear  on  behalf  of  the  employees  who  en- 
sure that  5  million  pieces  of  mail  everyday  are  moved  through  the 
system  in  a  timely,  efficient,  and  courteous  manner.  They  are  the 
backbone  of  the  Postal  Service. 

The  Postal  Service  has  faced  a  lot  of  challenges  in  the  last  few 
years,  the  major  restructuring  and  downsizing  of  the  work  force. 
There  have  been  growing  pains  associated  with  advances  in  tech- 
nology. There  is  competition  from  private  delivery  companies.  And 
indeed,  there  have  been  tragic  instances  of  violence  that  left  postal 
employees  feeling  vulnerable,  but  in  most  of  those  senses,  it  is 
much  like  what  the  rest  of  our  society  in  a  larger  sense  has  been 
experiencing.  It  has  been  a  place  from  which  all  of  the  rest  of  us, 
I  hope,  can  learn. 

As  with  the  rest  of  society,  these  kinds  of  issues  don't  suggest 
easy  solutions  that  will  ensure  the  strength  of  the  Postal  Service 
into  the  next  century.  I  hope  that  today  our  witnesses  can  address 
some  of  the  primary  concerns  that  are  central  to  the  effectiveness 
of  the  postal  system. 

First,  let  me  mention  that  I  remain  concerned  about  the  linger- 
ing effects  of  restructuring,  the  consequences  of  which  brought 
about  reports  of  inadequate  staffing  levels,  of  untrained  individuals 
in  high-level  positions,  and  continuing  heavy  reliance  on  overtime. 
Understandably,  these  are  problems  that  are  both  consequences  of 
the  phenomenon  that  I  described  and  as  well  can  contribute  to  de- 
clines in  morale  or  adversely  affect  customer  service. 

Second,  I  wanted  to  have  greater  confidence  in  the  soundness  of 
the  relationship  between  employees  and  management.  The  Post- 
master General  Runyon  has  suggested  that  one  of  his  key  goals  is 
to  change  the  culture  of  the  workforce.  In  a  workforce  of  some 
three-quarters  of  a  million,  that  is  a  very  substantial  undertaking. 

(347) 


348 

The  concept  of  a  cooperative  and  empowering  work  environment 
is  important.  Managers  and  craft  employees  across  the  country 
have  got  to  recognize  and  respect  the  important  contribution  that 
each  makes  to  the  Postal  Service.  The  Service  is  taking  several 
steps  to  improve  productivity  and  remain  competitive.  However, 
the  improvements  made  through  restructuring  remain  fragile,  so 
real  and  lasting  changes  will  not  occur  without  the  cooperation  and 
support  of  all  involved. 

And  I  look  forward  today  to  hearing  from  our  witnesses. 

[The  prepared  statement  of  Hon.  Thomas  C.  Sawyer  follows:] 

Prepared  Statement  of  Hon.  Thomas  C.  Sawyer,  a  Representative  in 
Congress  From  the  State  of  Ohio 

Good  morning.  Welcome  to  the  fourth  hearing  in  the  committee's  annual  oversight 
of  the  United  States  Postal  Service.  Today  we  will  hear  from  representatives  of  the 
Postal  Service's  employee  organizations  and  management  associations. 

Our  witnesses  appear  today  on  behalf  of  the  dedicated  employees  who  ensure  that 
nearly  one  half  billion  pieces  of  mail  a  day  are  moved  through  the  mail  system  in 
a  timely,  efficient,  and  courteous  manner.  These  individuals  represent  the  backbone 
of  the  Postal  Service. 

The  Postal  Service  has  faced  substantial  challenges  in  the  past  few  years.  A  major 
restructuring  and  downsizing  of  the  workforce.  Growing  pains  associated  with  ad- 
vances in  technology.  Strong  competition  from  private  delivery  companies.  Tragic  in- 
stances of  violence  that  left  postal  employees  feeling  vulnerable. 

These  issues  do  not  evoke  easy  solutions  that  will  ensure  the  strength  of  the  Post- 
al Service  into  the  next  centxiry.  But  I  hope  our  witnesses  today  can  address  a  few 
of  the  primary  concerns  that  my  colleagues  and  I  believe  are  central  to  the  effective- 
ness of  the  postal  system. 

First,  I  remain  concerned  about  the  lingering  effects  of  restructuring  on  the  postal 
workforce.  The  subcommittee  continues  to  receive  numerous  reports  from  across  the 
country  citing  inadequate  staffing  levels,  the  movement  of  untrained  individuals 
into  high  level  positions,  and  the  continuing  heavy  reliance  on  overtime.  Under- 
standably, these  problems  can  contribute  to  a  decline  in  morale,  and  can  adversely 
affect  customer  service. 

Second,  I  want  to  have  greater  confidence  in  the  soundness  of  a  relationship  be- 
tween craft  employees  and  management  at  all  levels  of  the  agency.  Postmaster  Gen- 
eral Runyon  has  stated  that  one  of  his  key  goals  is  to  change  the  culture  of  the  Post- 
al Service.  Managers  should  continue  their  efforts  to  put  into  practice  the  concept 
of  a  cooperative  and  empowering  work  environment.  Managers  and  craft  employees 
at  every  postal  facility  in  the  country  must  recognize  and  respect  the  important  con- 
tribution that  each  makes  to  an  effective  postal  system. 

The  Postal  Service  is  taking  several  steps  to  improve  productivity  and  remain 
competitive.  However,  the  improvements  made  through  restructuring  remain  frag- 
ile. No  real  and  lasting  changes  will  occur  without  the  cooperation  and  support  of 
postal  employees. 

I  look  forward  to  hearing  from  our  witnesses. 

Mr.  Sawyer.  Mr.  Myers,  do  you  have  any  comments? 

Mr.  Myers.  Thank  you,  Mr.  Chairman.  Thank  you  for  this  re- 
quired hearing.  This  is,  I  believe,  the  fifth;  is  that  correct? 

Mr.  Sawyer.  Fourth. 

Mr.  Myers.  Fourth  mandatory  required  by  us  to  have  this  hear- 
ing. It  is  a  strange  situation.  We  often  are  accused  of  having  more 
influence  with  the  mail  service  than  we  have  here  in  Congress. 
Ours  is  more  of  an  oversight,  being  a  partner  in  helping  provide 
the  best  service  that  any  place  in  the  world  has. 

But  today  we  do  have  the  folks  who  actually  do  the  mail  han- 
dling, do  what  we  expect,  the  delivery  of  the  mail,  and  what  every 
patron  of  the  mail  service  sees,  you  first.  And  we  all  take  mail  for 
granted.  We  have  always  had  mail  service  in  this  country,  at  least 
as  long  as  I  have  been  alive. 
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Mail  is  one  of  the  first  services  provided  by  our  Government.  And 
we  have  always  had  it,  and  we  take  it  for  granted.  A  lot  of  people 
make  sacrifices  and  there  has  always  been  criticism,  even  when  I 
was  a  little  kid.  And  back  then  we  got  mail  twice  a  day,  except  on 
the  rural  routes,  but  there  was  criticism  then  about  why  is  it  that 
the  bills  get  here  on  time  but  our  checks  don't  get  here  on  time. 

Today  we  have  one  lady  who  is  not  going  to  be  a  witness,  a  Hoo- 
sier,  Marge  Hefner,  she  is  going  to  be  sending  us  a  letter  telling 
us  that  as  patrons  they  should  have  more  say  so  about  the  Postal 
Service.  We  are  pleased  to  have  you,  Mrs.  Hefner. 

With  that,  I  am  anxious  to  hear,  as  all  the  rest  of  us  are,  to  hear 
the  testimony  from  the  people  who  are  the  mail  service  for  our 
country.  We  thank  you  for  the  job  that  you  are  doing. 

Mr.  Sawyer.  Thank  you,  John. 

The  gentleman  from  North  Carolina,  Mr.  Watt. 

Mr.  Watt.  Thank  you,  Mr.  Chairman.  I  don't  have  an  opening 
statement.  I  am  looking  forward  to  hearing  the  witnesses  and  since 
I  have  to  leave  at  11:15,  I  want  to  make  my  opening  statement  as 
short  as  possible.  I  will  reserve. 

Mr.  Sawyer.  I  appreciate  your  timely  arrival,  and  we  will  try  to 
move  as  quickly  as  we  can. 

The  gentleman  from  Alaska. 

Mr.  Young.  I  will  make  this  short,  and  for  the  record,  I  will  sub- 
mit my  record  after  being  chastised  by  my  colleague.  As  Mr.  Myers 
has  suggested,  the  people  that  are  going  to  be  testifying  today  are 
the  people  that  represent  the  people  that  make  the  post  office 
work. 

I  too  have  a  great  concern,  and  you  have  heard  me  say  this  many 
times,  Alaska  is  the  largest  State  in  the  Union,  has  the  most  diver- 
sified mail  service,  and  probably  one  of  the  best. 

I  still  have  service  concerns  about  restructuring.  I  think  that  we 
are  moving  more  mail  now  than  ever  with  less  people.  And  I  think 
that  frankly  is  a  disservice  for  those  who  serve  in  the  Post  Office. 
It  puts  a  tremendous  burden  on  them. 

And  to  compliment  the  people  who  work  for  our  Postal  Service, 
this  is  a  barometer,  a  thermometer  of  how  well  the  Post  Office  is 
doing.  Contrary  to  some  other  areas  in  the  United  States,  my  State 
has  very  few  complaints  at  this  time,  complaints  from  constituents 
do  occur,  but  the  people  running  the  post  office  in  Alaska  are  doing 
an  exceptional  job  with  very  little  wherewithal.  I  would  like  to  see 
that  continue. 

In  closing,  Mr.  Chairman,  Mr.  Myers  also  said  something  about 
the  required  meetings.  One  of  the  saddest  things  that  have  ever  oc- 
curred is  when  we  passed  the  Post  Office  Reform  Act  that  really 
gave  us  some  say,  but  very  little  input,  and  I  think  we  ought  to 
have  more. 

And  as  time  goes  by,  I  would  like  to  approach  that  and  to  try 
to  have  some  say  in  what  occurs  because  what  we  are  doing  in  one 
end  is  taking  the  money  away  from  the  post  office  and  requiring 
them  to  meet  certain  standards  without  the  wherewithal,  and  we 
don't  have  a  lot  to  say  about  them  spending  their  money. 

With  those  few  words,  I  look  forward  to  the  witnesses. 

[The  prepared  statement  of  Hon.  Don  Young  follows:] 
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Prepared  Statement  of  Hon.  Don  Young,  a  Representative  in  Congress  From 
THE  State  of  Alaska 

Mr.  Chairman,  thank  you  for  continiiing  oversight  hearings  of  the  U.S.  Postal 
Service.  Today,  I  am  pleased  to  see  the  organizations  who  represent  the  life-blood 
of  the  Postal  Service  testifying  before  the  Committee. 

In  reading  the  testimony  of  the  witnesses,  it  is  plain  to  see  that  there  is  work 
to  be  done  by  the  Postal  Service  and  by  Congress  to  ensure  that  the  ftitvire  of  the 
Postal  Service  is  on  a  sound  footing  in  the  face  of  demands  for  higher  service  at 
lower  costs.  My  state  of  Alaska,  most  of  which  is  still  not  yet  connected  by  roads, 
knows  and  appreciates  the  valuable  services  of  postal  workers,  letter  carriers,  post- 
masters, and  all  postal  personnel  in  Unking  them  with  the  rest  of  the  nation. 

There  is  only  one  way  to  ensure  the  Postal  Service  is  run  in  the  most  effective, 
productive,  and  efficient  manner:  the  people  who  make  up  the  postal  service  at 
every  level  must  be  paid  well,  given  good  benefits,  and  work  in  good  conditions.  No 
decision  or  policy  change  can  be  made  without  considering  its  effect  on  the  workers 
at  all  levels.  Since  the  unions  look  out  for  the  best  interests  of  these  people,  they 
must  play  a  key  role  in  solving  problems. 

In  addition  to  the  administrative  issues  in  the  Postal  Service  hearing  today,  I  am 
very  interested  in  receiving  input  about  ongoing  legislative  issues.  Representing  a 
rural  state  with  a  very  high  cost  of  living,  the  issue  of  COLA's  and  post  office  "con- 
solidation" concern  me,  as  I  know  it  does  our  witnesses.  The  best  service  is  not 
achieved  through  pay  and  benefit  cuts,  or  by  laying  off  people. 

I  commend  Postmaster  General  Runyon  for  doing  his  job  so  well  in  often  trying 
circumstances,  and  I  know  the  witnesses  here  today  will  shed  more  light  on  what 
can  be  done  to  maintain  a  strong  Postal  Service. 

Mr.  Sawyer.  The  gentlelady  from  Maryland,  Mrs.  Morella. 

Mrs.  Morella.  Thank  you.  Following  the  lines  of  my  colleagues 
and  in  the  interest  of  time,  I  would  like  to  welcome  the  witnesses 
representing  Postal  Unions'  associations. 

These  are  the  people  who  know  the  Postal  Service  from  the  top 
to  the  bottom,  and  their  suggestions  and  observations  are  of  great 
value  to  the  committee,  and  I  thank  them  for  coming.  An  observa- 
tion as  I  looked  at  witness  list,  there  is  just  one  woman  listed  as 
a  witness,  and  I  hope  that  they  are  at  least  represented  in  the  deci- 
sionmaking processes  of  the  organizations. 

Thank  you. 

Mr.  Sawyer.  Our  first  panel  this  morning  will  consist  of  Vincent 
R.  Sombrotto,  president  of  the  National  Association  of  Letter  Car- 
riers and  William  Burrus,  executive  vice  president  of  the  American 
Postal  Workers  Union. 

Welcome,  gentlemen.  I  say  gentlemen  with  some  care  and  cau- 
tion. If  you  would  identify  your  colleagues  at  the  table  for  the 
record,  we  would  appreciate  it.  Please  proceed  in  the  order  in 
which  you  were  called. 

STATEMENTS  OF  VINCENT  R.  SOMBROTTO,  PRESIDENT,  NA- 
TIONAL ASSOCIATION  OF  LETTER  CARRIERS,  AFL-CIO,  AC- 
COMPANIED BY  JOHN  GOULD,  LEGISLATIVE  ASSISTANT  AND 
WILLIAM  BURRUS,  EXECUTIVE  VICE  PRESIDENT,  AMERICAN 
POSTAL  WORKERS  UNION,  AFL-CIO,  ACCOMPANIED  BY 
LLOYD  BRONSTEIN,  LEGISLATIVE  DIRECTOR 
Mr.  Sombrotto.  Thank  you,  Mr.  Chairman.  With  me  this  morn- 
ing is  George  Gould,  my  assistant  for  legislative  and  political  af- 
fairs. 

Mr.  Chairman  and  members  of  the  subcommittee,  I  am  Vincent 
R.  Sombrotto,  the  president  of  the  National  Association  of  Letter 
Carriers,  AFL-CIO  representing  city  delivery  letter  carriers  ac- 
tively employed  by  and  retired  from  the  U.S.  Postal  Service. 
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On  behalf  of  the  310,000  members  of  the  NALC,  I  am  pleased  to 
share  with  you  my  thoughts  on  the  future  of  the  U.S.  Postal  Serv- 
ice. 

As  a  representative  of  the  American  people,  all  of  whom  are  cus- 
tomers of  the  Postal  Service,  the  members  of  this  committee  are 
quite  properly  concerned  with  the  performance  of  the  Postal  Serv- 
ice. In  response  to  the  media's  focus  on  the  problems  in  the  Chi- 
cago, IL,  Post  Office,  postal  management  has  admitted  that  service 
nationwide  is  not  what  it  should  be.  It  is  certainly  not  what  we 
would  all  like  it  to  be. 

Let  me  spend  a  few  moments  this  morning  putting  these  prob- 
lems into  a  larger  context. 

Let  me  emphasize  that  the  letter  carriers  in  Chicago  continue  to 
perform  their  tasks  with  dedication  and  competence.  There  are 
fewer  letter  carriers  on  the  streets  of  Chicago  today  than  there 
were  only  a  few  short  years  ago,  despite  significant  increases  in 
mail  volume. 

But  the  problems  there  are  real  and  postal  management  has  al- 
ready taken  steps  to  improve  the  mail  service  in  that  city. 

There  are  several  explanations  for  the  service  problems  in  Chi- 
cago, as  well  as  in  many  other  cities  in  the  Midwest,  and  especially 
in  the  Northeast.  One  is  the  condition  of  postal  facilities.  Too  many 
postal  employees  in  these  areas  work  in  dungeonlike  buildings  bet- 
ter suited  for  medieval  torture  than  for  the  modem  processing  and 
delivery  of  the  Nation's  mail.  Space  is  tight,  lighting  inadequate, 
and  ventilation  poor. 

In  short,  these  environments  are  simply  not  appropriate  for  dif- 
ficult work  that  postal  employees  perform  each  and  every  day.  In 
addition  to  the  inadequate  facilities  in  many  places,  the  Postal 
Service  nationwide  still  suffers  from  what  might  be  called  bureau 
sclerosis. 

The  bureaucracy  of  the  Postal  Service  remains  bloated  despite 
the  best  efforts  of  Postmaster  General  Runyon  to  downsize  and 
streamline  the  organization.  As  you  knov/,  Mr.  Runyon  began  a 
major  reorganization  of  the  Postal  Service  in  the  summer  of  1992. 
This  Union,  as  well  as  others  in  the  postal  world,  applauded  his 
plans. 

But  unfortunately,  far  too  many  experienced  letter  carriers  and 
other  craft  employees  retired  from  the  Service  and  not  enough 
numbers  of  managers  left.  Consequently,  the  Postal  Service  must 
find  more  innovative  ways  of  cutting  the  bureaucracy  further. 

Until  it  does,  decisionmaking  will  be  slow  and  often  inconsistent, 
and  the  problems  that  occurred  in  Chicago  and  elsewhere  will  not 
receive  the  rapid  and  decisive  attention  they  demand. 

Some  might  claim  that  it  is  a  cheap  shot  to  point  the  finger  at 
postal  management.  To  demonstrate  that  I  am  an  equal  oppor- 
tunity critic,  let  me  say  that  Congress  shares  at  least  part  of  the 
blame  for  the  Postal  Service's  current  financial  problems  and  thus 
its  service  problem  as  well. 

Over  the  last  4  fiscal  years.  Congress  has  raided  the  Postal  Serv- 
ice for  over  $6.8  billion  under  the  Omnibus  Budget  Reconciliation 
Act.  Had  Congress  exercised  the  appropriate  discretion  and  re- 
straint, the  Postal  Service  would  have  achieved  a  $1.3  billion  sur- 
plus during  this  period  instead  of  losing  $5.5  billion. 
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As  a  result,  the  Service  would  not  have  had  to  file  for  a  late  in- 
crease earlier  this  year,  but  could  have  waited  at  least  an  addi- 
tional year. 

The  mere  numbers  tell  only  part  of  the  story,  because  if  the  Post- 
al Service  was  not  subsidizing  the  rest  of  the  government,  there 
would  have  been  additional  resources  available  to  hire  necessary 
craft  employees  to  construct  new  facilities  and  improve  others,  and 
to  take  other  steps  essential  to  providing  the  American  public  with 
the  best  possible  Postal  Service. 

Let  me  close  with  one  other  thought.  This  is  a  difficult  and  per- 
haps even  precarious  period  for  the  Postal  Service.  Technology  has 
brought  with  it  vast  changes  in  the  way  the  Nation's  mail  is  proc- 
essed and  distributed,  changes  that  affect  the  members  I  represent 
as  well  as  all  other  postal  employees. 

These  changes,  bundled  under  the  general  term  of  automation, 
will  continue  for  several  years.  This  transformation  has  not  been 
as  smooth  as  one  would  like,  but  probably  as  smooth  as  one  could 
expect. 

But  as  the  Postal  Service  changes  from  within,  the  environment 
in  which  it  operates  is  also  changing.  I  will  not  delve  into  a  lengthy 
discourse  on  the  so-called  information  superhighway  and  its  social 
and  economic  implications. 

But  it  is  obvious  that  millions  of  Americans  in  our  inner-cities 
and  rural  areas  will  remain  off  the  careening  electronic  highways 
and  byways  that  will  form  this  brave  new  world  of  information  and 
entertainment.  We  cannot  and  I  am  sure  will  not  allow  the  creation 
of  two  societies,  one  information  rich  and  the  other  information 
poor. 

Thus,  for  millions  of  disadvantaged  Americans,  as  well  as  mil- 
lions of  others  who  may  simply  be  technologically  illiterate,  the 
Postal  Service  will  be  the  only  information  highway,  thus  continues 
its  historic  mission  of  binding  together  the  citizens  of  this  diverse 
and  dispersed  Nation. 

I  thank  you  for  this  opportunity  to  appear  before  you,  and  I  wel- 
come any  questions  you  may  have. 

[The  prepared  statement  of  Mr.  Sombrotto  follows:] 

Prepared  Statement  of  Vincent  R.  Sombrotto,  President,  National 
Association  of  Letter  Carriers,  AFL-CIO 

Mr.  Chairman  and  members  of  the  Committee,  I  am  Vincent  R.  Sombrotto,  Presi- 
dent of  the  National  Association  of  Letter  Carriers,  AFLr-CIO,  representing  city  de- 
livery letter  carriers  actively  employed  by  and  retired  from  the  United  States  Postal 
Service.  On  behalf  of  the  310,000  members  of  the  NALC,  I  am  pleased  to  share  with 
you  my  thoughts  on  the  future  of  the  United  States  Postal  Service. 

As  representatives  of  the  American  people,  all  of  whom  are  customers  of  the  Post- 
al Service,  the  members  of  this  committee  are  quite  properly  concerned  with  the 
performance  of  the  Postal  Service.  In  response  to  the  media's  focus  on  problems  in 
the  Chicago,  Illinois  post  office,  postal  management  has  admitted  that  service  na- 
tionwide is  not  what  it  should  be.  It  is  certainly  not  what  we  would  all  hke  it  to 
be.  Let  me  spend  a  few  moments  this  morrdng  putting  these  problems  into  a  larger 
context. 

Let  me  emphasize  that  the  letter  carriers  in  Chicago  continue  to  perform  their 
tasks  with  dedication  and  competence.  There  are  far  fewer  letter  carriers  on  the 
streets  of  Chicago  today  than  there  were  only  a  few  short  years  ago — despite  signifi- 
cant increases  in  mail  volume.  But  the  problems  there  are  real  and  postal  manage- 
ment has  already  taken  steps  to  improve  mail  service  in  that  city. 

There  are  several  explanations  for  the  service  problems  in  Chicago  as  well  as  in 
many  other  cities  in  the  Midwest  and  especially  in  the  Northeast.  One  is  the  condi- 
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tion  of  postal  facilities.  Too  many  postal  employees  in  these  areas  work  in  dungeon- 
like buildings  better  suited  for  medieval  torture  than  for  the  modem  processing  and 
delivery  of  the  nation's  mail.  Space  is  tight,  lighting  inadequate,  and  ventilation 
poor.  In  short,  these  environments  are  simply  not  appropriate  for  the  difficult  work 
that  postal  employees  perform  each  and  every  day. 

In  addition  to  inadequate  facilities  in  many  places,  the  Postal  Service  nationwide 
still  suffers  from  what  might  be  called  "bureau-sclerosis."  The  bureaucracy  of  the 
Postal  Service  remains  bloated  despite  the  best  efforts  of  Postmaster  General  Run- 
yon  to  downsize  and  streamline  the  organization.  As  you  know,  Mr.  Runyon  began 
a  major  reorganization  of  the  Postal  Service  in  the  summer  of  1992.  This  union  as 
well  as  others  in  the  postal  world  applauded  his  plans.  But  unfortunately,  far  too 
many  experienced  letter  carriers  and  other  craft  employees  retired  from  the  Service 
and  not  enough  numbers  of  managers  left.  Consequently,  the  Postal  Service  must 
find  more  innovative  ways  of  cutting  the  bureaucracy  further.  Until  it  does,  deci- 
sion-making will  be  slow  and  often  inconsistent  and  the  problems  that  occurred  in 
Chicago  and  elsewhere  will  not  receive  the  rapid  and  decisive  attention  they  de- 
mand. 

Some  might  clsdm  that  it  is  a  cheap  shot  to  point  the  finger  at  postal  manage- 
ment. To  demonstrate  that  I  am  an  equal  opportunity  critic,  let  me  say  that  Con- 
gress shares  at  least  part  of  the  blame  for  the  Postal  Service's  current  financial 
problems — and  thus  its  service  problems  as  well.  Over  the  last  four  fisceil  years. 
Congress  has  raided  the  Postal  Service  for  over  $6.8  billion  under  the  Omnibus 
Budget  Reconciliation  Acts.  Had  Congress  exercised  appropriate  discretion  and  re- 
straint, the  Postal  Service  would  have  achieved  a  $1.3  billion  surplus  during  this 
period  instead  of  losing  $5.5  billion.  As  a  result,  the  Service  would  not  have  had 
to  file  for  a  rate  increase  earlier  this  year — but  could  have  waited  at  least  an  addi- 
tional year. 

The  mere  numbers  tell  only  part  of  the  story  because  if  the  Postal  Service  was 
not  subsidizing  the  rest  of  the  government,  there  would  have  been  additional  re- 
sources available  to  hire  necessary  craft  employees,  to  construct  new  facilities  and 
improve  others,  and  to  take  other  steps  essential  to  providing  the  American  public 
with  the  best  possible  postal  service. 

Let  me  close  with  one  other  thought.  This  is  a  difficult  and  perhaps  even  precar- 
ious period  for  the  Postal  Service.  Technology  has  brought  with  it  vast  changes  in 
the  way  the  nation's  mail  is  processed  and  distributed,  changes  that  affect  the  mem- 
bers I  represent  as  well  as  all  other  postal  employees.  These  changes,  bundled  under 
the  general  term  of  "automation,"  will  continue  for  several  years.  This  trans- 
formation has  not  been  as  smooth  as  one  would  like,  but  probably  as  smooth  as  one 
could  expect. 

But  as  the  Postal  Service  changes  from  within,  the  environment  in  which  it  oper- 
ates is  also  changing.  I  will  not  delve  into  a  lengthy  discourse  on  the  so-called  infor- 
mation superhighway  and  its  social  and  economic  impUcations.  But  it  is  obNnous 
that  millions  of  Americans  in  oiu"  innercities  and  rural  areas  will  remain  off  the  ca- 
reening electronic  highways  and  byways  that  will  form  this  brave  new  world  of  in- 
formation and  entertainment.  We  cannot,  and  I  am  siu-e  will  not,  allow  the  creation 
of  two  societies,  one  information  rich  and  the  other  information  poor.  Thus  for  mil- 
lions of  disadvantaged  Americans  as  well  as  for  millions  of  others  who  may  simply 
be  technologically  illiterate,  the  Postal  Service  will  be  the  only  information  highway, 
thus  continuing  its  historic  mission  of  binding  together  the  citizens  of  this  diverse 
and  dispersed  nation. 

I  thank  you  for  this  opportunity  to  appear  before  you,  and  I  welcome  any  ques- 
tions you  may  have. 

Mr.  Sawyer.  Thank  you  very  much,  Vince. 

I  want  to  be  a  bipartisan  blame  taker.  It  has  been  under  two  dif- 
ferent administrations  that  this  committee  has  resisted  those  ef- 
forts to  raid  the  Postal  Service.  We  appreciate  your  mentioning  the 
concern  and  the  consequences  of  those  raids. 

Mr.  Burrus,  welcome.  I  understand  that  President  Moe  Biller  is 
under  the  weather  again.  We  wish  him  the  best  and  a  quick  recov- 
ery. Welcome  to  you. 

Mr.  Burrus.  Thank  you,  Mr.  Chairman.  My  name  is  William 
Burrus.  I  am  accompanied  by  Lloyd  Bronstein,  the  legislative  direc- 
tor. 
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Mr.  Chairman  and  members  of  the  committee,  on  behalf  of  the 
360,000  active  and  retired  APWU  members,  I  thank  you  for  invit- 
ing me  to  testify  today  and  to  give  you  our  union's  views  on  the 
future  of  the  U.S.  Postal  Service. 

The  Postal  Service  has  made  great  strides  in  modernizing  proc- 
essing and  operations  and  the  investment  in  automation  has  been 
well  spent.  We  now  have  the  capabilities  to  process  mail  faster  and 
more  accurately  than  ever  dreamed  of  in  prior  years. 

At  present,  we  are  struggling  with  the  challenge  of  coordinating 
three  different  processing  operations,  manual,  mechanized,  and  au- 
tomation which  results  in  the  horror  stories  emanating  from  Chi- 
cago and  other  urban  areas  of  our  country. 

These  challenges  can  be  overcome,  and  with  the  implementation 
of  the  last  major  phase  of  automation,  automated  delivery  of 
sortation,  the  technology  will  be  in  place  to  achieve  the  efficiencies 
worthy  of  the  investment. 

We  are  many  months  or  several  years  away  from  the  goal  of  a 
fully  automated  postal  system  and  there  will  be  repeated  reports 
of  delayed  mail.  Postmaster  General  Runyon  was  ill  served  by  the 
advice  of  his  subordinates  that  service  would  not  be  impacted  by 
the  retirement  of  40,000  experienced  postal  employees.  Even 
though  they  have  been  replaced  by  casuals,  transitional  employees, 
and  new  hire  career  employees,  their  level  of  experience  has  not 
and  will  be  not  be  replaced  in  time  to  prevent  the  horror  stories 
similar  to  that  which  occurred  in  Chicago. 

The  efficient  Postal  Service  is  the  sum  total  of  an  experienced 
and  dedicated  work  force.  To  be  proficient,  employees  have  had  a 
right  to  expect  a  safe  and  healthy  workplace,  and  employer  and 
employee  relationships  that  to  fosters  productivity  and  fairness, 
and  a  grievance  procedure  that  promptly  addresses  their  problems 
and  collective  bargaining  that  leads  to  a  satisfactory  contract. 

In  1993,  we  were  able  to  lay  a  solid  foundation  for  national  nego- 
tiations via  the  landmark  agreement  over  the  postal  Remote  Bar 
Coding  System.  This  was  an  unprecedented  step  for  any  employer 
in  the  history  of  the  U.S.  industrial  relations.  For  the  first  time, 
a  Postmaster  General  agreed  to  contract  in,  work  that  is,  to  return 
core  mail  processing  jobs  which  had  been  given  to  private  contrac- 
tors. 

This  brought  nearly  20,000  jobs  back  into  the  U.S.  Postal  Service 
to  be  performed  by  dedicated  workers  within  the  APWU's  bargain- 
ing unit.  Postmaster  General  Runyon's  decision  was  an  unprece- 
dented reversal  of  an  ill-conceived  policy  decision  made  by  his  pred- 
ecessor. 

This  demonstrated  great  courage  and  commitment  by  Mr.  Run- 
yon who  has  proven  to  be  a  hands-on  CEO.  In  conjunction  with  this 
agreement,  the  APWU  and  the  postal  management  signed  a  memo- 
randum on  labor-management  cooperation  which  lays  a  solid  foun- 
dation for  a  relationship  built  on  mutual  trust  and  a  determination 
to  explore  and  resolve  issues  jointly. 

In  this  spirit  of  cooperation — if  this  spirit  of  cooperation  can  con- 
tinue, we  think  it  bodes  well  for  the  future  of  the  Postal  Service. 
APWU  will  do  everything  we  can  to  continue  down  the  path  of  in- 
novation and  cooperation. 
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Another  positive  note  we  must  add  is  the  general  level  of  consen- 
sus on  the  proposed  10.3  percent  across-the-board  postal  rate  in- 
crease. The  32  signatures  to  the  agreement,  including  the  APWU, 
asked  the  administration  to  consider  this  agreement  as  a  major 
show  of  support  for  the  rate  request  and  hopefully  shorten  the  pro- 
tracted rate  processings. 

These  examples  and  others  are  evidence  that  the  Postal  Service 
is  on  the  right  track,  but  having  presented  you  with  the  many  posi- 
tive developments  in  the  Postal  Service,  we  must  now  turn  to  a  few 
items  which,  if  not  corrected,  do  not  bode  well  for  the  future. 

A  major  problem  that  currently  hinders  postal  performance  has 
to  do  with  the  configuration  of  the  USPS  since  restructuring.  Our 
response  nationwide  has  been  that  the  cleavage  of  postal  oper- 
ations into  two  discrete  functions,  one  for  processing  and  distribu- 
tion and  the  other  for  customer  service  and  sales,  has  created  se- 
vere problems  in  communication  and  decisionmaking. 

A  basic  defect  under  this  restructuring  is  that  no  one  individual 
is  in  charge  at  the  various  levels  when  it  comes  to  decisionmaking 
on  issues  which  cross  functional  areas.  We  have  great  difficulty  at 
the  plant  level  in  finding  an  individual  who  has  the  authority  to 
make  a  decision  or  to  serve  as  a  tie  breaker  when  there  are  oper- 
ational conflicts  between  functional  areas. 

In  essence,  the  USPS  is  being  run  in  the  field  by  committee. 
While  a  committee  system  works  well  here  in  the  congressional  set- 
ting, it  cannot  and  is  not  working  in  postal  management. 

In  addition,  as  you  are  aware,  the  postal  early  out  retirement  in- 
centive program  resulted  in  the  loss  of  many  more  senior  craft  em- 
ployees than  anticipated.  This  has  resulted  in  service  problems  in 
heavy  use  of  overtime  hours. 

Moreover,  many  of  the  managers  who  left  were  replaced  with  in- 
dividuals with  inadequate  training  or  experience  at  their  positions. 
Time  and  training  may  solve  this  problem,  but  in  the  meantime 
service  suffers. 

Another  problem  related  to  the  restructuring,  and  this  is  a  seri- 
ous problem  for  the  American  Postal  Workers  Union,  is  the  elimi- 
nation of  medical  units  at  postal  facilities  because  postal  working 
is  a  hazardous  operation.  These  medical  units  are  vitally  important 
to  our  members. 

We  believe  that  reform  of  our  Nation's  safety  health  laws  such 
as  that  envisioned  by  H.R.  115,  the  Federal  and  Postal  Service  Oc- 
cupational Safety  and  Health  Act,  will  go  a  long  way  toward  im- 
proving conditions  for  postal  workers. 

Finally,  we  want  to  go  on  record  in  support  of  H.R.  4400  which 
addresses  the  need  to  prevent  future  occurrences  of  the  Postal  In- 
spection Service's  mishandling  of  drug-related  investigations  in  the 
Postal  Service.  If  legislation  of  this  type  had  been  in  place  earlier, 
we  believe  that  the  outrageous  actions  of  the  Inspection  Service  in 
Cleveland,  West  Palm  Beach,  and  other  localities  across  the  coun- 
try would  not  have  occurred. 

These  actions  are  reprehensible  and  shouldn't  be  allowed  to  be 
repeated  anywhere  in  the  world.  We  wholeheartedly  support  H.R. 
4400  and  other  subsequent  legislation  which  provides  compensa- 
tion for  those  who  had  been  affected  by  the  Inspection  Service's  im- 
proper actions  during  drug-related  investigations. 
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In  summary,  Mr.  Chairman,  we  believe  that  the  Postal  Service 
has  seen  many  positive  developments  in  recent  years  and  that  it 
has  a  bright  future  as  the  best  Postal  Service  in  the  world,  pro- 
vided that  the  postal  officials  are  willing  to  make  the  necessary 
structural  changes  to  enable  us  to  continue  to  give  the  level  of 
quality  service  the  American  public  deserves  and  which  we  want 
to  give. 

I  too  would  be  happy  to  answer  any  questions  you  or  members 
of  the  committee  might  have. 

[The  prepared  statement  of  Mr.  Burrus  follows:] 

Prepared  Statement  of  William  Burrus,  Executive  Vice-President,  American 
Postal  Workers  Union,  AFL-CIO 

Mr.  Chairman  and  Members  of  the  Committee,  my  name  is  WilUam  Burrus  and 
I  am  the  Executive  Vice  President  of  the  American  Postal  Workers  Union,  AFL- 
CIO.  On  behalf  of  the  360,000  active  and  retired  APWU  members,  I  thank  you  for 
inviting  me  to  testify  today  and  give  you  our  union's  views  on  the  futvire  of  the  Unit- 
ed States  Postal  Service. 

I  would  hope  we  can  all  agree  that  the  future  of  the  Postal  Service  is  completely 
intertwined  with  the  dependent  on  the  future  of  its  three-quarter-of-a-million  em- 
ployees. 

Postal  workers  are  the  hfeblood  of  the  Postal  Service — its  blood,  sweat,  tears,  bone 
and  sinew.  Without  the  workers  who  process  and  deliver  the  mail,  day  in  and  day 
out,  there  is  no  Postal  Service.  I  would  suggest  that  anyone  who  doubts  that  central 
fact  should  brush  up  on  postal  history  and  refer  back  to  the  National  Postal  Strike 
of  1970,  when  more  than  200,000  postal  workers  around  the  country  withheld  their 
labor  and  brought  this  key  function  of  the  United  States  Government  to  a  complete 
stop. 

To  recall  that  historic  event  of  24  years  ago  is  not  indulge  in  nostalgia,  nor  is  it 
mere  saber  rattling  in  a  year  of  national  postal  contract  negotiations.  It  is  merely 
to  focus  all  of  us  on  the  fundamental  point  that  the  Postal  Service  must  have  a  pro- 
ductive, healthy,  dedicated  workforce  in  order  to  survive  in  the  future. 

And  the  workers'  well-being  is,  in  turn,  a  function  of  fair  compensation  and  de- 
cent, safe  working  conditions  in  return  for  hard  work  and  dedication. 

So,  we  should  agree  that  the  future  of  the  Postal  Service  hinges  on  the  fruitful 
outcome  of  hard,  good-faith  collective  bargaining  later  this  year.  Contract  negotia- 
tions are  never  easy,  but  I  believe  that  labor  leaders  must  never  view  them  as  a 
burden  either.  Rather,  we  view  them  reaUstically  as  a  fair  process  of  give  and  take 
on  both  sides,  as  envisioned  by  the  Postal  Reorganization  Act  of  1970. 

And  while  we  would  never  venture  to  negotiate  in  public — whether  before  this 
committee  or  through  the  media — we  would  like  to  go  on  record  at  this  time  to  urge 
the  postmaster  general  not  to  make  the  same  mistake  as  was  made  by  his  prede- 
cessor during  1990  contract  negotiations.  We  would  caution  postal  management  not 
to  give  us  the  same,  shameful,  sham  bargaining  exercise  that  they  served  up  in 
1990.  Nor  should  they  rely  on  binding  arbitration  as  their  backstop,  especially  in 
light  of  the  infamous  Mittenthal  Award  of  1991. 

Let  postal  management  beware:  They  should  not  take  a  page  out  of  Arbitrator 
Mittenthal's  book,  nor  should  they  bank  on  some  other  arbitrator  rendering  a  simi- 
lar decision  in  1995.  For  if  they  do,  both  they  and  the  Postal  Service  will  suffer  the 
consequences. 

To  this  very  day,  we  are  still  struggling  with  the  effects  of  the  Mittenthal  Award 
of  1991,  particularly  his  decision  to  create  the  new  classification  of  "transitional  em- 
ployee." 

This  great  nation  was  not  built  on  a  foundation  of  short-term,  reduced-pay,  lim- 
ited-benefit employees.  That  is  not  how  the  great  American  middle  class  was  cre- 
ated. And  if  postal  management  thinks  that  a  productive,  competitive  workforce  will 
be  one  increasingly  made  up  of  transitional  and  casual  employees,  they  are  sadly 
mistaken.  Mark  my  words,  Mr.  Chairman — there  will  be  hell  to  pay  if  the  postal 
workforce  is  further  diluted  by  additionsd  cohorts  of  "contingent  workers."  Productiv- 
ity will  suffer,  our  competitors  will  benefit,  and  the  privatizers  will  be  circling  over 
the  "Sonic  Eagle's"  carcass. 

In  order  to  prevent  such  an  outcome,  we  have  called  on  all  of  the  postal  unions 
to  maximize  their  strength  by  presenting  a  united  front  and  negotiating  under  the 
umbrella  of  the  Joint  Bargaining  Committee,  a  coalition  of  the  American  Postal 
Workers  Union,  the  National  Association  of  Letter  Carriers  and  the  MaUhandlers 
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Union.  These  three  proud  and  powerful  AFL-CIO  unions  should  sit  down  as  one  to 
negotiate  with  management.  We  sincerely  believe  that  is  the  way  to  go — the  only 
way  to  go! 

Whether  there  is  a  Joint  Bargaining  Committee  this  year  or  if  we  have  to  go  it 
alone  at  the  bargaining  table,  we  nonetheless  approach  this  year's  postal  contract 
talks  with  a  degree  of  optimism.  Through  determined,  good-faith  bargaining  with 
Postmaster  General  Marvin  Runyon  and  his  top  officers,  we  were  able  last  year  to 
lay  a  solid  foundation  for  national  negotiations  via  the  landmark  agreement  over  the 
deployment  of  the  postal  Remote  Bar  Code  System  (RBCS). 

We  use  the  word  "landmark"  to  describe  the  RBCS  Agreement  for  a  number  of 
reasons.  First  of  all,  this  was  an  unprecedented  step  for  any  employer  in  the  history 
of  U.S.  industrial  relations.  For  the  first  time,  management  agreed  to  "contract  in" 
work — that  is,  to  bring  back  in  house  core  mail  processing  jobs  which  had  been 
given  to  private  contractors.  This  brought  nearly  20,000  jobs  back  into  the  USPS, 
to  be  performed  by  workers  within  APWU's  bargaining  unit. 

Secondly,  Mr.  Runyon's  decision  to  bring  the  work  back  in  house  was  an  unprece- 
dented— and,  in  our  opinion,  courageous — reversal  of  an  ill-conceived  poUcy  decision 
made  by  his  predecessor.  This  reversal  of  policy  took  the  entire  postal  bureaucracy 
by  surprise.  It  forced  postal  officials  to  sit  down  with  the  APWU's  leadership  to 
work  out  the  details  of  implementing  the  RBCS  Agreement. 

To  put  this  agreement  into  effect,  both  the  APWU  and  the  Postal  Service  have 
created  a  joint  RBCS  Task  Force  (with  many  subcommittees),  which  has  been  meet- 
ing since  last  November  to  work  out  the  procedures  for  staffing  up  these  postal  Re- 
mote Encoding  Centers,  which  are  now  coming  on  line.  We  want  you  to  know  that 
this  has  been  an  enormous  undertaking.  In  effect,  the  APWU  and  the  Postal  Service 
are  building  from  the  ground  up  a  system  that  never  existed  before — one  that  will 
help  the  USPS  more  effectively  use  its  automation  capabilities. 

This  joint  effort  is  ongoing,  and  we  believe  its  success  bodes  well  for  contract  ne- 
gotiations later  this  year.  At  least  we  hope  that  is  the  case. 

Many  postal  observers  and  commentators  have  been  critical  of  Mr.  Runyon's  deci- 
sion concerning  the  Remote  Encoding  work.  We  would  simply  remind  these 
naysayers  and  Monday  morning  quarterbacks  of  what  the  postmaster  general  him- 
self said  on  this  subject  last  month  while  testifying  here  before  this  committee.  He 
said,  and  I  quote:  "We  have  been  able  to  reach  agreement  with  our  employee  organi- 
zations on  issues  Uke  contract  extensions  and  the  deployment  of  Remote  Encoding 
technology.  In  the  latter  case,  we  will  be  able  to  improve  oiu"  productivity — and  do 
it  with  the  help  of  our  employees  and  the  full  support  of  our  largest  labor  union. 
We  are  working  to  extend  that  sense  of  cooperation  and  mutual  success  down  into 
the  organization."  End  quote. 

At  the  time  we  reached  the  RBCS  Agreement  last  November,  we  praised  Mr.  Run- 
yon for  the  wisdom  he  showed  in  recognizing  that  this  important  mail-processing 
work  could  be  more  efficiently,  more  productively  and  more  professionally  performed 
by  bargaining-unit  postal  employees.  As  the  saying  goes,  the  proof  is  in  the  pudding. 
Once  all  of  the  Remote  Encoding  Centers  are  up  and  running,  we  will  have  proof 
positive  that  Mr.  Runyon's  decision  was  the  best  one  for  the  Postal  Service,  its  cus- 
tomers and  its  workers. 

We  predict  that  these  worksites  will  be  a  glowing  success  for  the  Postal  Service 
and  a  testament  to  true  labor-management  cooperation  and  union  involvement.  The 
so-called  "high  performance"  workplace  is  the  wave  of  the  future,  and  we  will  be 
riding  that  wave.  We  say  this  with  confidence,  because  APWU  will  match  the  qual- 
ity and  dedication  of  postal  workers  with  that  of  any  workers  anywhere  in  the 
world. 

And,  as  recent  events  in  Chicago  have  demonstrated,  where  the  Postal  Service 
fails  to  be  a  high  performance  workplace,  Mr.  Runyon  is  determined  to  take  what- 
ever steps  are  necessary  to  make  changes  and  improvements. 

In  conjunction  with  last  fall's  RBCS  Agreement,  the  APWU  and  Postal  manage- 
ment signed  a  joint  Memorandum  on  Labor-Management  Cooperation,  which  lays 
a  solid  foundation  for  a  relationship  built  on  mutual  trust  and  a  determination  to 
explore  and  resolve  issues  jointly.  If  this  spirit  of  cooperation  can  continue  we  think 
that,  too,  bodes  well  for  the  future  of  the  Postal  Service. 

Certainly  Postmaster  General  Runyon  has  brought  the  unions  and  management 
groups  more  "in  the  loop"  than  any  of  his  predecessors  ever  did.  One  example  of 
this  is  his  creation  of  a  "leadership  team"  composed  of  the  PMG  and  the  vice  presi- 
dents of  the  postal  corporation,  plus  the  heads  of  the  postal  unions  and  management 
associations.  This  team  meets  monthly  and  is  kept  apprised  of  major  USPS  plans 
and  policy  developments.  The  discussions  at  these  meetings  are  free-flowing  and 
forthright. 
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This  cooperative  spirit  has  flowed  down  to  the  lowest  levels  and  smallest  units 
of  the  Postal  Service.  For  example,  labor  and  management  representatives  at  the 
Mail  Equipment  Shops  have  formed  a  National  Task  Force  which  meets  regularly 
to  explore  ways  of  improving  operations  in  the  in-house  manufacture  of  mailbags, 
locks  and  keys.  This  is  a  small,  but  unique,  postal  operation.  Although  the  Mail 
Equipment  Shops  employ  only  some  150  workers,  they  are  the  only  industrial  man- 
ufacturing operation  in  the  USPS.  But  even  in  this  small  operation,  labor  and  man- 
agement are  working  together  to  improve  quality. 

Another  positive  development  in  the  USPS  has  been  the  close  cooperation  between 
the  APWU  and  the  Postal  Service  on  the  critical  issue  of  child  care  for  postal  work- 
ers. APWU  initiated  contract  proposals  on  child  and  dependent  care  during  the  last 
two  rounds  of  postal  negotiations.  As  a  result,  the  current  agreement  has  a  Memo- 
randum of  Understanding  continuing  a  labor-management  child  care  task  force. 
This  task  force,  which  meets  approximately  eight  times  a  year,  has  piloted  programs 
in  or  near  postal  facilities  in  Syracuse,  New  York;  San  Francisco,  California;  New 
Orleans,  Louisiana  and  Denver,  Colorado. 

Under  our  National  Agreement,  the  USPS  set  aside  $1.3  million  for  a  Dependent 
Care  Fund,  which  has  awarded  grants  to  the  pilot  programs,  hired  the  services  of 
a  professional  consultant  and  paid  for  a  major  survey  to  ascertain  the  continuing 
dependent  care  needs  of  postal  employees. 

And  one  more  positive  note  we  must  add  is  the  general  level  of  consensus  on  the 
proposed  10.3  percent  across-the-board  postal  rate  increase.  Last  month,  APWU  was 
one  of  the  32  parties  signing  the  Postal  Service's  filing  for  a  rate  settlement  agree- 
ment. ,       ,  . 

The  signatories  to  the  agreement  asked  the  Postal  Rate  Commission  to  take  this 
agreement  into  consideration  as  a  major  show  of  support  for  the  rate  request. 

Having  presented  you  with  the  many  positive  developments  in  the  Postal  Service, 
we  must  now  turn  to  a  few  items  which,  if  not  corrected,  do  not  bode  well  for  the 
future.  .  ,     1 

A  major  problem  that  currently  hinders  postal  performance  has  to  do  with  the 
configuration  of  the  USPS  since  restructuring.  Our  experience  nationwide  has  been 
that  the  cleavage  of  postal  operations  into  two  discrete  functions — one  for  processing 
and  distribution  and  the  other  for  customer  service  and  sales — ^has  created  severe 
problems  in  communications  and  decision-making. 

A  basis  defect  under  this  restructuring  is  that  no  one  individual  is  in  charge  at 
the  various  levels  when  it  comes  to  decision-making  on  issues  which  cross  functional 
areas.  We  have  great  difficulty  at  the  plant  level  in  finding  an  individual  who  has 
the  authority  to  make  a  decision,  or  to  serve  as  a  "tie  breaker"  when  there  are  oper- 
ational conflicts  between  functional  areas.  In  essence,  the  USPS  is  being  run  in  the 
field  by  committee.  While  the  committee  system  works  well  here  in  the  congres- 
sional setting,  it  cannot  and  is  not  working  in  postal  management. 

In  addition,  as  you  are  aware,  the  postal  early-out/retirement  incentive  program 
resulted  in  the  loss  of  many  more  senior  craft  employees  than  anticipated.  This  has 
resulted  in  service  problems  and  heavy  use  of  overtime  hours.  Moreover,  many  of 
the  managers  who  left  were  replaced  by  individuals  with  inadequate  training  or  ex- 
perience for  their  positions.  Time  and  training  may  solve  this  problem,  but  in  the 
meantime,  service  suffers. 

Another  problem  related  to  the  restructuring— and  this  is  a  serious  problem  for 
the  American  Postal  Workers  Union — is  the  elimination  of  medical  units  at  postal 
facilities.  Under  the  guise  of  restructuring,  the  Postal  Service  is  sacrificing  the  safe- 
ty and  health  of  thousands  of  postal  employees.  Medical  services  that  have  been 
available  on  site  are  being  discontinued,  and  employees  are  being  referred  to  distant 
public  facilities. 

Brooklyn,  NY,  for  example,  employs  hundreds  of  workers  and  it's  medical  facilities 
are  targeted  for  closing.  Medical  emergencies  are  guaranteed  to  occur  with  the  dan- 
gerous interactions  between  people  and  machines.  When  future  emergencies  occur 
in  Brooklyn,  and  they  most  certainly  will,  timely  assistance  will  be  unnecessarily 
delayed  because  of  this  unwise  decision. 

Because  postal  work  is  a  hazardous  occupation,  these  medical  units  are  vitally  im- 
portant to  our  members.  We  also  feel,  however,  that  reform  of  our  nation's  safety 
and  health  laws— such  as  that  envisioned  by  H.R.  115,  the  Federal  and  Postal  Serv- 
ice Employees  Occupational  Safety  and  Health  Act— will  go  a  long  way  toward  im- 
proving working  conditions  for  postal  workers. 

APWU  supports  OSHA  Reform  generally,  and  we  specifically  welcome  those  fea- 
tures of  the  legislation  that  will  affect  our  members  by:  Extending  OSHA  coverage 
to  all  workers,  including  postal  workers;  giving  workers  the  right  to  refuse  unsafe 
work  and  protecting  them  from  discrimination  for  filing  safety  and  health  com- 
plaints; subjecting  the  USPS  to  fines  for  failing  to  abate  hazards;  imposing  stricter 
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criminal  penalties,  including  jail  terms,  for  employers  who  willfully  expose  workers 
to  serious  hazards;  mandating  joint  safety  and  health  committees  at  worksites  with 
11  or  more  employees;  providing  safety  and  health  training  to  all  workers  and  com- 
mittee members;  and  improving  OSHA's  standard-setting  process  and  mandating 
that  OSHA  develop  an  ergonomic  standard. 

Finally,  we  want  to  go  on  record  supporting  Chairman  Clay's  bill,  H.R.  4400, 
which  addresses  the  need  to  prevent  future  occurrences  of  the  Postal  Inspection 
Service's  mishandling  of  drug-related  investigations  in  the  Postal  Service.  The  legis- 
lation creates  an  Independent  Inspector  General  to  be  appointed  by  the  President, 
with  the  advice  and  consent  of  the  Senate,  and  prohibits  the  use  of  paid  confidential 
informants  in  investigations  relating  to  controlled  substances,  unless  the  unlawful 
use  of  the  mails  is  involved. 

If  legislation  of  this  type  had  been  in  place  earlier,  we  believe  the  outrageous  ac- 
tions of  the  Inspection  Service  in  Cleveland,  West  Palm  Beach,  and  other  localities 
across  the  country,  would  not  have  occurred.  These  actions  are  reprehensible,  and 
should  not  be  allowed  to  be  repeated  anywhere  in  the  world.  We  wholeheartedly 
support  H.R.  4400,  and  any  subsequent  legislation  which  provides  compensation  for 
those  who  have  already  been  affected  by  the  Inspection  Service's  improper  actions 
during  drug-related  investigations. 

In  summary,  Mr.  Chairman,  we  believe  that  the  Postal  Service  has  seen  many 
positive  developments  in  recent  years  and  that  it  has  a  bright  future  as  the  best 
postal  service  in  the  world — provided  that  postal  officials  are  willing  to  make  the 
necessary  structural  changes  to  enable  us  to  continue  to  give  the  level  of  quality 
service  the  American  public  deserves — and  which  we  want  to  give. 

I  would  be  happy  to  answer  any  questions  you,  or  members  of  the  committee, 
might  have. 

Thank  you. 

Mr.  Sawyer.  Thank  you  very  much  gentlemen. 

The  staffing  shortages  that  you  alluded  to  appear  to  be  bringing 
about  an  increased  reliance  on  overtime.  I  was  wondering  whether 
you  could  comment  on  that  phenomenon.  Can  you  quantify  it  for 
us  and  give  us  a  sense  of  the  employee  morale  that  has  resulted 
from  that  reliance  on  overtime. 

Mr.  SOMBROTTO.  One  of  the  problems  with  the  overreliance  on 
overtime  is  that  by  its  nature  its  insidious.  Overtime  creates  a 
number  of  problems.  A,  when  people  are  overworked,  the  tendency 
is  that  they  will  not  come  to  work  in  a  timely  fashion. 

Beyond  that,  that  the  dependency  on  overtime  income  creates  an 
opportunity  for  them  to  believe  that  they  have  a  certain  lifestyle 
that  can  change  on  the  basis  of  this  continued  overtime. 

And  when  that  overtime  is  taken  away,  as  it  surely  will  if  the 
Postal  Service  is  to  survive,  these  individuals  take  a  terrific  hit. 
And  so  all  of  us  understand  that  there  is  a  need  at  some  time  for 
overtime,  but  to  the  degree  that  it  has  been  utilized  in  the  Postal 
Service  is  obscene. 

In  my  craft  alone,  it  has  averaged  15  percent,  and  in  some  instal- 
lations as  much  as  20  percent  of  the  total  hours  are  overtime 
hours.  We  just  cannot  function  and  do  a  good  job  with  those  kinds 
of  conditions  prevalent  in  the  Postal  Service. 

Mr.  Sawyer.  Thank  you. 

Mr.  Burrus.  As  I  stated  in  my  oral  testimony,  we  believe  that 
the  Postmaster  General  was  ill  served  by  his  subordinates  who  ad- 
vised him  that  the  post  office  could  afford  to  lose  40,000  experi- 
enced and  dedicated  workers  in  the  early  retirement  offer. 

The  result  of  that  exodus  of  that  large  number  of  workers  that 
surpasses  the  employee  level  of  80  percent  of  all  of  the  employers 
in  this  country,  there  are  few  companies  that  have  40,000  workers, 
you  lose  that  number  of  experienced  workers,  there  is  obviously 
going  to  be  some  resulting  impact. 
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That  impact  has  been  high  overtime  usage,  the  hiring  of  supple- 
mental employees  that  don't  have  the  commitment  or  the  experi- 
ence of  the  departed  workers,  and  the  result  of  that  is  service  fail- 
ures, as  well  as  loss  of  morale  by  the  other  employees,  the  career 
employees. 

There  has  been  a  domino  effect.  And  until  there  is  a  realization 
that  the  Postal  Service  is  best  run  by  dedicated  career  employees 
and  not  supplemental  employees  and  employees  working  a  normal 
work  week,  instead  of  one  that  is  inflated  with  overtime  hours  for 
an  extended  period  of  time,  it  has  been  going  on  for  some  3  or  4 
years,  then  we  are  going  to  continue  to  have  serious  problems. 

Mr.  Sawyer.  Mr.  Burrus,  you  mentioned  in  your  testimony  the 
consequences  of  increased  automation.  You  particularly  mentioned 
the  remote  reading  sites  and  the  interactive  television. 

Has  there  been  adequate  training?  Can  you  comment  on  the  kind 
of  quality  training  that  has  taken  place  in  this  kind  of  technological 
transition?  Can  either  of  you  gentlemen  comment  on  opportunities 
for  effective  and  efficient  additions  of  technology? 

Mr.  Burrus.  In  the  case  of  the  remote  bar  coding  centers,  REC 
sites,  we  are  presently  concluding  a  joint  process,  the  union  and 
the  Postal  Service  is  jointly  developing  the  training  program  that 
will  be  offered  to  the  thousands  of  new  employees  that  will  be  hired 
for  those  sites. 

We  are  testing  in  Salt  Lake  City  and  in  Greensboro,  N.C.  pres- 
ently attempting  to  develop  a  comprehensive  effective  training  pro- 
gram that  we  hope  will  adequately  train  those  employees,  provid- 
ing the  efficiency  the  Postal  Service  has  a  high  interest  in  as  well 
as  protecting  the  safety  and  the  health  of  those  employees. 

We  have  a  high  degree  of  concern  about  the  effect  on  ergonomics 
of  employees  that  are  working  before  data  processing  equipment  on 
a  continuing  basis. 

Mr.  SOMBROTTO.  Well,  insofar  as  training,  it  is  our  long-held  po- 
sition, that  all  employees  should  be  career  employees.  We  have 
profited  well  by  that  enterprise  and  we  continue  to  do  so. 

Our  union  will  not  at  any  time  enter  into  any  agreement  that 
would  allow  for  temporary  employees  to  be  hired  as  part  of  a  work 
force. 

Mr.  Sawyer.  Thank  you  both. 

Mr.  Myers. 

Mr.  Myers.  Thank  you,  Mr.  Chairman.  Both  of  you  cited  and  ref- 
erenced the  Chicago  incidences,  and  it  is  a  black  eye  for  the  Postal 
Service  that  these  things  happen.  We  recognize  that. 

While  not  knowing  the  working  conditions  there,  they  may  be  de- 
plorable and  unbearable,  but  that  doesn't  excuse  any  individual  not 
doing  the  job. 

Is  there  any  evidence  that  the  individuals  who  will  be  respon- 
sible, were  responsible  for  this,  went  to  their  supervisors  to  tell 
them,  we  can't  carry  the  load?  You  have  more  mail  than  we  can 
carry? 

Somehow,  I  just  can't  accept  the  fact  that  they  ditched  the  mail, 
I  believe  seven  instances  at  least,  and  they  failed  in  their  respon- 
sibility, and  failed  everyone  in  the  Postal  Service  all  over  the  coun- 
try. 
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Did  they  do  their  job?  Shouldn't  they  have  gone  to  their  super- 
visor? Maybe  they  did.  But  at  least  there  is  no  evidence  that  I  am 
aware  of  that  they  went  to  their  supervisor  and  said,  you  have 
given  us  more  mail  than  we  can  carry  in  an  8-hour  period. 

Mr.  SOMBROTTO.  I  don't  think  that  is  the  case.  There  are  more 
than  3,000  letter  carriers  in  that  particular  area.  There  have  been 
identified  three  unfortunate  employees  that  did  something  that  is 
absolutely  outrageous. 

One  was  a  temporary  employee  and  two  were  career  employees. 
When  you  compare  this  isolated  incident  against  3,000  employees 
constantly  doing  work,  day  after  day  after  day,  and  then  you  take 
and  identify  3  people,  of  course  it  is  a  black  eye  for  all  of  us.  Cer- 
tainly those  of  us  that  have  been  affected,  particularly  my  craft, 
are  incensed  about  it.  And  they  should  be  dealt  with  in  a  proper 
way.  But  to  indict  a  whole  work  force  for  three  unfortunate  individ- 
uals is  incorrect. 

The  problem  with  Chicago  is  not  the  fact  that  employees  don't 
try  to  communicate  with  their  managers  and  supervisors  and  post- 
masters. Of  course  they  do.  But  the  fact  is  that  the  way  the  Postal 
Service  was  managed  in  Chicago  made  it  an  absolute  certainty  that 
failures  that  were  visited  upon  the  citizens  of  Chicago  was  going 
to  happen. 

No  amount  of  badgering  from  the  employees  is  going  to  change 
the  management's  position.  So  it  is  unfortunate.  The  most  ironic 
thing  about  the  whole  situation — and  it  is  funny  because  I  just  dis- 
cussed this  at  a  meeting  just  the  other  day  which  was  attended  by 
400  letter  carriers — is  that  management  takes  the  position  that  the 
folks  that  they  think  were  responsible  had  to  be  removed. 

So  they  removed  them.  And  what  did  they  do  with  them?  They 
put  them  into  another  post  office.  So  if  the  practices  that  they  en- 
gaged in  this  Chicago  are  part  of  their  management  style  or  way 
of  thinking,  all  you  have  done  is  transfer  a  problem  from  Chicago 
to  another  post  office. 

If  they  want  remedial  training,  these  are  the  people  that  should 
be  getting  that  kind  of  training.  If  a  letter  carrier  or  a  clerk  does 
something  wrong,  management  takes  decisive  action  against  that 
individual.  Sometimes  they  remove  them,  as  they  will  remove  those 
employees  that  you  talked  about  regarding  warehouse  mail. 

But  the  managers  that  gave  rise  to  those  situations,  just  move 
from  one  post  office  to  another.  Thereby  the  USPS  is  not  really 
dealing  with  the  core  problem. 

Mr.  Myers.  I  don't  think  any  of  us  want  to  indict  the  3,000  that 
were  doing  their  job.  But  the  American  people  are  saying  you  are 
raising  the  rates  and  lowering — ^you  are  not  even  delivering  the 
mail.  Everyone  is  angry  about  it. 

Mr.  SOMBROTTO.  Congressman,  I  was  not  insinuating  that,  you 
are.  That  was  my  point.  That  kind  of  negative  publicity  gives  rise 
to  people  thinking  that  this  is  the  general  rule  in  the  Postal  Serv- 
ice, when  it  is  not. 

And  of  course  we  suffer  from  it,  but  we  have  to  just  go  on  and 
try  to  do  the  best  job  we  can. 

Mr.  Myers.  A  former  Commissioner  of  the  Rate  Commission  tes- 
tified that  the  Postal  Service  today  is  just  too  large  to  be  managed. 
Do  you  think  that  is  correct? 
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Mr.  SOMBROTTO.  That  is  like  saying  this  country  is  too  big  to  be 
managed.  I  guess  there  are  some  people  who  have  said  that  in  the 
past  and  we  have  all  heard  that.  Of  course  it  is  not. 

I  mean,  the  Postal  Service  is  a  monumental  institution.  I  have 
been  in  it  for  47  years  and  I  am  still  active.  And  I  have  not  under- 
stood fully  the  length  and  the  breadth  and  the  scope  of  the  Postal 
Service.  It  is  an  enormous  enterprise,  but  to  say  it  can't  be  man- 
aged, that  is  throwing  in  the  towel. 

It  reminds  me  of  a  cliche,  that  those  who  quit  can  never  win  and 
those  that  don't  quit  at  least  have  the  opportunity  to  win.  Of  course 
it  can  be  managed.  We  just  have  to  find  the  right  people  and  the 
right  methodolog>'  to  manage  it. 

I  suspect  and  I  have  tried  to  get  it  across,  that  the  way  manage- 
ment is  structured  leads  to  almost  a  foregone  conclusion  that  the 
Postal  Service  is  difficult  to  manage.  There  are  just  so  many  layers 
of  management. 

The  Postmaster  General  can  sign  a  directive  in  his  office  this 
morning,  send  it  out  to  the  post  offices,  by  the  time  it  gets  to  Ha- 
waii, there  are  57  different  interpretations  of  what  that  directive 
says.  The  structure  is  not  conducive  to  get  rapid  decisions  and  get 
them  implemented  on  a  nationwide  basis. 

Mr.  Myers.  I  have  other  questions  that  I  will  put  in  the  record. 

Thank  you. 

Mr.  Sawyer.  We  can  do  a  second  round,  if  you  wish.  Let  me  also 
note  that  our  colleague,  Eleanor  Holmes  Norton  has  arrived.  Mr. 
Watt  has  some  time  sensitivity.  We  will  turn  to  him  and  then  to 
you  for  an  opening  statement  in  rotation. 

Thank  you. 

Mr.  Watt.  Thank  you,  Mr.  Chairman.  I  don't  have  any  questions. 
I  would,  however,  like  to  commend  these  two  witnesses  for  the  clar- 
ity of  their  written  and  oral  presentations.  And  particularly  to 
thank  Mr.  Burrus  for  making  reference  to  the  remote  bar  code 
training  that  is  taking  place  in  the  Greensboro  facility,  which  hap- 
pens to  be  in  my  district,  and  which  I  helped  to  announce  when  it 
was  placed  there. 

So  welcome  both  of  you,  and  I  commend  you  for  the  quality  of 
your  presentations. 

Mr.  Sawyer.  Thank  you  very  much. 

Mr.  Young. 

Mr.  Young.  Thank  you,  Mr.  Chairman. 

First,  both  witness'  testimony  was  well  prepared  and  I  want  to 
compliment  your  staffs  for  that.  I  think  that  you  presented  a  good 
side  of  your  position  as  far  as  workers  and  where  the  post  office 
should  go. 

I  got  a  kick  out  of  the  Chicago  thing  when  you  say  why  should 
we  indict  all  3,000  letter  carriers  when  there  is  only  3  people  in- 
volved. It  is  like  Congress.  We  get  blamed  for  everything  when  it 
is  only  one  or  two  out  of  the  whole  group.  That  is  unfortunate. 

The  thing  I  am  trying  to  get  from  both  of  you — Mr.  Burrus,  your 
comments  about  Mr.  Runyon  are  well  taken.  I  do  think  he  is  trying 
in  a  very  difficult  task.  The  rate  increase — Mr.  Myers  said  it,  what 
happened  in  Chicago,  and  the  rate  increase,  how  are  we  going  to 
explain  the  rate  necessity  to  the  general  public  when,  if  your  fig- 
ures are  correct,  Vincent,  that  the  post  office  would  be  in  a  plus 
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status  now  with  money  to  spend  on  training,  with  money  to  spend 
on  upgrading  facilities,  those  torture  chambers  would  be  elimi- 
nated, as  long  as  we,  the  Congress,  keep  taking  money  from  the  op- 
eration and  your  workers? 

That  is  the  problem  I  see.  If  we  raise  the  price  of  the  stamp  to 
30  cents  or  32  cents,  it  is  going  to  be  the  workers  and  the  manage- 
ment and  everybody  blamed  for  it.  And  in  reality  if  it  is  not  spent 
to  upgrade  and  we  rob  from  the  till,  you  lose  again. 

How  are  we  going  to  do  this?  How  are  you  and  how  are  we  going 
to  be  told  to  keep  our  hands  off  of  it?  This  is  nothing  new  for  me. 
I  have  been  saying  this  as  long  as  I  have  sat  on  this  committee. 
It  is  unfair  to  the  Postmaster  Greneral  and  unfair  to  the  workers 
and  unfair  to  the  unions. 

The  country  has  to  understand  where  the  money  is  going. 

Mr.  SOMBROTTO.  Maybe  my  testimony  is  a  feeble  attempt  to  alert 
everyone  of  this  particular  situation.  I  might  further  comment  that 
even  this  10.3  percent  increase  that  the  Postal  Service  has  put  in 
a  rate  case,  in  the  judgment  of  the  National  Association  of  Letter 
Carriers,  is  not  sufficient  to  meet  the  needs  of  the  Postal  Service. 
It  is  not  enough. 

And  I  think  that  you  will  see  that  very  shortly.  After  the  rate 
increase  goes  into  effect,  very  shortly  thereafter  we  will  be  very 
shortly  looking  for  another  rate  increase. 

I  think  that  was  a  mistake,  but  you  have  to  bend  to  the  will  of 
the  Postmaster  General  and  the  postal  management.  They  think 
that  was  enough.  And  that  is  fine.  I  hope  that  they  are  right. 

All  the  evidence  that  we  have  is  to  the  contrary,  and  I  under- 
stand that  some  of  the  congressional  Members  feel  the  same  way, 
and  that  is  fine.  I  guess  history  will  only  dictate  that.  But  you  are 
absolutely  right.  The  Postal  Service  is  used  as  a  cash  cow. 

And  one  of  the  least  publicized  miracles  is  that  the  Postal  Service 
operates  at  better  than  a  break  even.  If  it  weren't  for  the  fact  that 
Congress  keeps  taking  this  money,  we  would  have  had  surpluses 
and  there  would  not  have  been  needs  for  this  rate  increase. 

All  that  money  could  have  been  utilized  to  upgrade  postal  facili- 
ties across  the  country,  to  use  money  for  training  and  all  of  the 
other  things  that  can  upgrade  the  Postal  Service  as  an  institution 
so  it  can  do  the  kind  of  job  that  we  all  want  it  to  do. 

Mr.  Young.  See,  I  know  we  are  singing  to  the  choir  here,  but 
what  I  am  suggesting  is  that  we  raise  these  rates  and  the  public 
doesn't  understand  why  the  rates  are  being  increased 

Mr.  Sawyer.  When  you  say  we 

Mr.  Young.  Everybody  in  this  room  votes  for  a  portion  of  these 
programs  because  we  don't  want  to  raise  the  taxes  to  pay  for  the 
program. 

Mr.  Sawyer.  But  let's  be  clear  that  it  is  not  the  Congress  that 
raises  the  rates.  There  is  too  much  confusion  about  that.  And  I  do 
clearly  understand  the  gentleman's  point,  but  I  want  to  make  it 
very  clear. 

Mr.  Young.  I  want  to  make  it  clear  too  because  what  is  happen- 
ing here,  though,  as  we  raise  the  rates  and  the  image  of  the  post 
office  does  not  improve  because  the  money  is  not  available,  then 
the  private  sector,  the  fax  machine,  the  so-called  highway,  what- 
ever you  want  to  call  that  thing  of  Al  Gore's,  it  kicks  into  position. 
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You  separate  two  groups  of  people.  You  have  those  that  are  lit- 
erate and  accessible  to  the  modem  technology,  the  inner  city  and 
the  rural  areas.  There  is  not  going  to  be  any  going  to  my  areas  of 
403  and  302  people.  They  won't  have  a  Postal  Service  if  we  con- 
tinue to  do  it. 

I  am  not  asking  for  a  quick  solution,  but  we  have  got  to  explain 
to  the  public  why  the  rates  are  increased  and  why  the  working  fa- 
cilities are  inappropriate,  why  they  are  facing  dangers  of  health 
and  sanity  because  of  the  overwork  load. 

I  don't  particularly  blame  Mr.  Runyon  for  that.  I  blame  the  fact 
that  the  moneys  are  not  available.  That  is  our  biggest  problem.  We 
are  going  to  have  these  meetings  next  year  and  the  year  after,  and 
the  post  office's  ability  to  serve  will  decrease,  and  that  is  going  to 
affect  everybody  who  does  not  have  access  to  the  modern  tech- 
nology. 

Mr.  BURRUS.  Despite  our  best  efforts  in  removing  the  Postal 
Service  from  the  Federal  budget,  the  Congress  has  discovered  a 
new  way  of  taxation,  and  it  is  referred  to  as  a  stamp  tax,  and  they 
are  paying  for  many  of  the  social  programs  through  Postal  Service 
revenues. 

And  it  is  unfortunate.  We  have  attempted  to  expose  it  over  the 
years.  We  have  been  unsuccessful  in  that  effort.  But  we  will  con- 
tinue to  try  to  explain  to  the  American  public  and  to  the  Congress 
on  every  opportunity  that  they  have  the  effort  to  do  it  to  us  again, 
the  temptation  was  the  word  I  was  looking  for,  the  temptation  to 
do  it  to  us  again,  we  will  be  there  to  raise  our  concerns  that  it  is 
being  repeated. 

Mr.  Young.  Thank  you,  Mr.  Chairman. 

Mr.  Sawyer.  Let  me  just  by  way  of  observation,  mention  that  the 
gentleman's  points  are  well  taken.  He  has  been  as  much  of  a  com- 
plainer  when  it  was  his  President  who  was  making  these  proposals 
as  it  was  when  it  was  our  President  who  was  making  these  propos- 
als. It  has  been  a  frustration  on  both  sides  of  this  committee. 

And  having  said  that,  I  want  to  emphasize  that  these  have  been 
proposals  that  have  come  forward  from  both  administrations  and 
not  an  idea  that  has  arisen  from  the  Congress  per  se. 

Mr.  Myers.  It  is  the  budget. 

Mr.  Sawyer.  I  understand  that. 

Mr.  SOMBROTTO.  It  was  very,  very  enlightening  to  us  on  the 
union  side,  and  I  must  admit  very  enjoyable  to  see  that  interaction 
because  we  do  that  all  the  time.  It  was  wonderful  from  our  vantage 
point. 

Mr.  Sawyer.  Ms.  Norton. 

Ms.  Norton.  Thank  you,  Mr.  Chairman.  I  appreciate  the  testi- 
mony and  apologize  for  not  being  here,  but  I  have  read  the  testi- 
mony from  both  these  witnesses  and  found  it  very  helpful  indeed. 
I  should  say  useful,  and  there  is  a  particular  aspect  I  would  like 
to  ask  you  both  to  elaborate  upon. 

In  committees  and  indeed  in  the  Government  one  finds  very 
often  that  there  is  too  little  institutional  knowledge,  that  is  to  say 
you  would  think  that  we  were  not  all  part  of  the  same  big  family. 

The  institutional  knowledge  that  I  am  interested  in  is  the  prece- 
dent set  by  the  post  office  in  the  use  of  buyouts  as  we  are  now  be- 
ginning to  use  them  Govemmentwide  in  the  Federal  work  force. 
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When  the  Postmaster  General  proposed  buyouts,  all  of  us  greeted 
them  as  a  progressive  way  to  downsize,  and  I  still  believe  so,  far 
more  rational,  leave  aside  compassionate. 

We  tried  in  questioning  Federal  officials'  buyouts  to  draw  our 
questions  from  what  we  then  knew  about  the  Postal  Service 
buyouts,  and  we  knew  that  there  had  been  large  unintended  con- 
sequences and  great  pain  following  from  those  consequences,  and 
I  want  to  learn  more  from  you  and  from  you  whose  members  were 
among  those  who  were  bought  out,  especially  since  you  raise,  both 
of  you  raise  this  in  your  testimony. 

Mr.  Burrus  indicates  that  the  buyout  program  caused  the  loss  of 
many  senior  craft  employees,  at  least  more  of  them  than  were  an- 
ticipated, and  what  has  happened  is  service  problems  and  heavy 
use  of  overtime  hours.  That  would  give  us  the  notion  that  we  would 
go  into  great  overtime,  for  example,  in  the  Federal  Government,  be- 
cause of  what  we  have  done  here  and  that  would  bother  me  very 
much. 

And  then  Mr.  Burrus  also  says  that  the  replacements  often  had 
inadequate  training  and  experience. 

Now,  Mr.  Sombrotto  says  that  a  contributing  factor  to  the  poor 
service  is  that  the  Postal  Service  bureaucracy  itself  remains  bloat- 
ed and  that  far  too  many  experienced  letter  carriers  and  craft  em- 
ployees, people  who  I  would  consider  frontline  employees,  left 
under  Mr.  Runyon's  reorganization. 

Now,  gentlemen,  the  Chairman  and  I,  among  others,  as  the  0PM 
and  others  came  forward,  asked  over  and  over  again,  where  did  the 
figure  of  252,000  employees  to  be  let  go  come  from.  We  never  got 
a  satisfactory  answer.  We  all  wanted  to  contribute  to  deficit  reduc- 
tion. We  ultimately  said,  okay,  as  long  as  we  are  going  to  buy  out. 

Now,  I  must  say  as  I  hear  your  testimony,  I  begin  to  wonder.  At 
least  what  has  happened  in  the  Federal  bureaucracy  is  that  they 
are  targeting  managers.  That  is  very  important  to  us,  because 
there  the  level  of  managers  is  twice  what  it  is  in  the  private  sector. 

What  I  want  to  know  from  you  is  how  you  experienced  the 
buyouts.  How  much  of  a  factor  is  it  in  the  problems,  graded  1  to 
10,  that  you  are  now  experiencing  and  whether  or  not  there  was 
a  lack  of  targeting  that  resulted — that  caused  these  problems  in 
frontline  employees  going  and  too  many  managers  remaining.  And 
if  you  had  to  do  it  over  again,  what  would  you  recommend  so  that 
we  might,  ourselves,  use  your  experience  perhaps  to  guide  us  even 
now  in  the  buyouts  under  way  in  the  Federal  Government. 

Mr.  Burrus.  The  Postal  Service  had  in  industrywide  buyout,  if 
you  will,  early  out  retirement  program.  The  least  efficient  or  most 
inefficient  reduction  in  force  is  an  industrywide  buyout  program; 
nontargeted,  permitting  any  employee  that  met  the  established  cri- 
teria to  leave  the  Service  with  an  incentive. 

It  is  a  compassionate  way  and  very,  very  popular,  as  I  travel 
throughout  the  country,  no  matter  what  city  I  am  in,  I  have  mem- 
bers of  our  union  who  ask,  when  is  the  next  buyout?  It  is  very,  very 
popular.  But  it  is  an  inefficient  way  to  reduce  the  size  of  the  Serv- 
ice. 

You  have  disparate  application  or  effect  on  important  units.  A 
particular  area  might  lose  all  their  skilled  employees,  to  be  re- 
placed by  supplemental,  nonskilled  employees  who  have  no  com- 
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mitment  to  the  Service,  and  that  is  what  occurred  in  the  Postal 
Service  in  isolated  areas. 

We  lost  a  high  percentage  of  qualified,  experienced,  dedicated 
employees  that  were  trained  and  were  replaced,  and  they  had  to 
be  replaced  because  until  automation  is  fully  deployed,  there  will 
be  a  continual  need  for  the  numbers  of  employees  that  we  had  be- 
fore the  buyout,  after  the  buyout. 

There  is  no  reduction  in  the  number  of  employees  that  are  need- 
ed in  the  Postal  Service  at  this  time.  It  is  anticipated  that  that 
complement  will  be  reduced  when  automation  is  fully  deployed,  but 
the  buyout  came  in  the  middle  of  that  process,  so  this  was  recog- 
nized that  there  was  a  need  for  the  total  number  of  employees,  or 
the  total  number  of  work  hours,  either  through  overtime  plus 
straight  time  hours,  or  the  hiring  of  additional  supplemental  em- 
ployees. 

So  the  Postal  Service's  approach  to  it,  as  I  said  in  my  oral  state- 
ment and  the  written  testimony,  we  believe  that  the  Postmaster 
General  was  ill  served  by  his  subordinates.  He  was  new  at  the  pe- 
riod of  the  offer  to  employees,  and  he  had  to  rely  to  a  great  extent 
on  the  advice  of  his  subordinates  in  developing  and  putting  forth 
the  buyout  program. 

We  believe  that  it  has  been  harmful  to  the  Postal  Service.  Those 
members  we  represent  that  took  advantage  of  it,  yours  truly,  in- 
cluded after  40  years  of  service,  they  made  an  offer,  and  I  was  glad 
to  accept. 

But  there  are  thousands  and  tens  of  thousands  that  took  advan- 
tage of  the  buyout,  but  the  ultimate  result  was  that  it  damaged  the 
Service  and  we  are  seeing  some  of  the  fallout  from  that  today.  I  be- 
lieve if  they  had  to  do  it  over  again  today,  they  would  target  it  and 
I  would  support  a  targeting  of  any  future  program. 

I  think  they  have  been  so  disappointed  in  the  past  efforts,  that 
I  advised  our  members  that  we  won't  see  another  buyout  in  the 
next  30  to  35  years  in  the  Postal  Service.  I  just  don't  think  it  is 
going  to  occur  again.  The  experience  v/as  just  that  bad. 

Mr.  SOMBROTTO.  Let  me  say  this,  I  commend  you.  Congress- 
woman  Norton,  for  your  making  this  analogous  to  what  is  happen- 
ing in  the  Federal  Government  and  what  the  Federal  Government 
will  have  to  face  in  the  immediate  future. 

I  would  point  out  two  things  that  could  be  instructive.  In  our 
case,  the  unions  were  not  consulted  as  to  what  the  Postal  Service 
had  intended  to  do  in  terms  of  the  incentive  for  people  to  leave  the 
Postal  Service. 

It  was  my  understanding  when  I  talked  to  the  Postmaster  Gen- 
eral in  July  1992,  when  he  was  talking  about  downsizing,  that  we 
were  talking  about  management.  We  were  talking  about  the  bu- 
reaucracy, not  about  craft  employees,  and  he  asked  me  when 
should  I  do  it?  And  I  said  tomorrow. 

That  is  how  fast  I  thought  he  should  engage  in  downsizing  the 
bureaucratic  structure.  I  had  no  idea  he  was  going  to  open  that  up 
to  all  craft  employees.  In  our  case,  more  than  13,000  letter  carriers, 
all  senior  letter  carriers,  left  the  Postal  Service  because  of  this  in- 
centive that  was  offered. 

And  a  like  number,  in  fact  even  more  in  the  other  crafts,  rep- 
resented by  our  sister  unions  left  the  service.  There  were  about 
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33,000  craft  employees  that  left  and  anywhere  from  11,000  to 
13,000  management  personnel  departed.  This  exodus  created  a 
void,  if  you  will,  in  terms  of  the  number  of  employees  that  had  to 
do  either  mail  processing  or  delivery  of  mail,  which  resulted  in  a 
great,  great  problem  for  the  Postal  Service.  They  have  been  dealing 
with  it  in  a  kind  of  a  band-aid  way  by  using  temporary,  unskilled, 
noncommitted,  employees  and  the  use  of  overtime. 

You  have  to  make  votes,  and  this  is  not  what  this  committee  is 
about,  but  I  understand  where  you  are  coming  from.  You  have  got 
to  use  this  as  an  example  in  the  future  to  instruct  or  inform  you 
as  to  the  way  to  pare  down  the  Federal  Government. 

Ms.  Norton.  Would  you  say  that  the  buyout  was  driven  almost 
entirely  by  the  need  to  make  savings? 

Mr.  SOMBROTTO.  Yes,  yes. 

Mr.  Sawyer.  Could  I  ask  that  we  continue  through  this  round  of 
questioning?  I  would  be  happy  to  return.  I  want  to  make  sure  that 
we  get  everybody. 

Mrs.  Morella. 

Mrs.  Morella.  Thank  you.  I  want  to  thank  you  for  testifying  Mr. 
Sombrotto  and  Mr.  Burrus.  And  I  want  you  to  know  that  you  have 
two  exceedingly  able  people,  who  interact  with  us,  Mr.  Roy 
Braunstein  and  Mr.  George  Gould. 

I  appreciate  the  testimony  that  you  both  had  presented,  and  I 
note  that  Mr.  Burrus,  particularly,  has  talked  about  a  lot  of  the 
work  together  with  labor  and  management.  For  instance,  he  men- 
tions in  the  testimony  the  joint  bargaining  committee  with  the 
three  groups  banding  together  in  the  hopes,  I  think  it  is  kind  of 
in  the  hopes,  that  you  will  be  able  to  negotiate  with  management. 

I  wanted  you  to  explain  what  the  next  step  will  be.  You  also  talk 
about  maybe  a  model;  I  guess,  this  is  why  you  presented  it,  the  Na- 
tional Task  Force  of  Labor  and  Management  for  the  mail  equip- 
ment shops.  Now,  albeit,  you  include  in  your  testimony  only  150 
workers,  but  nonetheless  it  seems  to  me  that  you  are  pointing  this 
out  as  a  model.  And  you  further  comment  on  the  fact  that  you  are 
looking  for  a  place  where  the  buck  stops. 

It  seems  to  me  that  there  is  a  diffusion  of  authority — or  no  au- 
thority, it  is  by  committee.  And  I  wanted  your  response  in  terms 
are  you  saying  that  labor  management  needs  to  do  more  together, 
even  though  you  applaud  what  has  happened? 

I  would  like  to  ask  Mr.  Sombrotto,  because  I  was  concerned 
about  that  bloated  bureaucracy  and  experienced  people  leaving, 
how  do  you  feel  about  labor/management  working  together?  Do  you 
see  elements  of  that?  Does  more  need  to  be  done? 

Mr.  Sombrotto.  We  are  committed  to  that  process.  More  than  a 
decade  ago  we  began  a  process  called  Employee  Problems  that 
would  empower  people  in  the  work  site. 

We  try  to  empower  them  beyond  just  what  rights  they  have 
under  the  law  and  the  contract,  and  even  under  our  own  Constitu- 
tion. We  try  to  use  the  union  as  the  focal  point  for  individuals  to 
have  a  say  on  their  own  v/ork  sites. 

We  want  to  have  self-managed  teams.  We  think  that  there  can 
be  an  interaction  between  employees  that  can  lead  to  a  better  work 
environment  if  they  take  the  responsibilities  of  doing  the  work. 
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Now,  we  continue  to  strive  toward  better  labor/management  rela- 
tions. There  is  no  perfection  there,  but  you  continue  to  strive  to 
achieve  it. 

Mrs.  MORELLA.  Is  it  getting  better?  Is  it  status  quo? 

Mr.  SOMBROTTO.  I  think  it  is  getting  better.  I  must  say  that 
when  the  Postmaster  General  invited  the  unions  to  sit  down  with 
the  leadership  of  the  Postal  Service  that  two  unions,  one  of  which 
was  ours  did  so.  I  met  in  almost  every  meeting  that  we  had. 

We  are  trying  to  find  the  Postal  Service's  needs  as  an  institution, 
our  needs  as  representing  the  various  employee  groups.  We  try  to 
achieve  a  meeting  of  needs  of  both  parties.  And  I  think  that  is  very 
useful. 

This  leads  to  a  better  understanding  of  the  problems  and  it  can 
result  in  better  solutions.  And  we  continuously  strive  to  do  those 
things.  It  is  not  easy.  There  comes  a  time  when  they  have  an  agen- 
da that  conflicts  with  ours  or  vice  versa,  but  can  you  work  those 
things  out  as  best  you  can. 

We  witnessed  that  in  every  aspect  of  our  life,  even  with  our  own 
families.  We  may  have  differences  and  you  have  to  work  those 
things  out.  In  labor/management  relations,  certainly  the  Post- 
master General  has  got  to  get  high  marks  for  that.  He  continues 
to  try  to  create  an  environment  for  better  labor/management  rela- 
tions and  we  applaud  that.  And  we  participate  in  it. 

Mr.  BURRUS.  Our  union  has  historically  opposed  communications 
directly  between  employees  and  the  employer.  And  there  are  a 
number  of  programs  that  have  become  popular  in  the  United 
States  embracing  that  concept. 

We  recognize  the  right  of  the  unions  that  participate,  but  we 
have  steadfastly  refused  to  participate  in  direct  communication  be- 
tween employees  and  the  employer  in  terms  of  addressing  wages, 
hours,  and  working  conditions.  We  foster  other  communications. 

So  it  has  been  a  giant  step  for  both  the  Postal  Service  and  our 
union  to  come  together  in  cooperative  measures,  but  it  is  at  the 
level  of  union  to  management,  our  philosophy  is  that  employees 
join  unions  to  speak  collectively,  and  we  demand  that  that  commu- 
nications be  on  a  collective  basis  with  the  union  and  the  Postal 
Service. 

And  we  have  been  successful  recently  under  the  direction  from 
the  Postal  Service  side  from  Postmaster  General  Runyon  in  finaliz- 
ing agreements  that  recognize  our  right  to  function  as  a  union 
rather  than  function  as  360,000  individual  postal  employees. 

The  Postal  Service  has  recognized  that,  and  we  have  made  sig- 
nificant progress  in  the  remote  bar  coding  system  as  well  as  a 
number  of  other  areas  where  we  have  come  together,  union  and 
management,  and  worked  out  our  problems  that  have  benefited  the 
American  public  and  postal  employees. 

But  the  true  test  of  any  relationship  in  a  collective  bargaining 
setting  is  collective  bargaining.  Our  experience  over  the  past  two 
rounds  of  collective  bargaining  and  our  suspicions,  and  it  is  not  in 
a  legal  sense,  but  we  have  accused  the  Postal  Service  of  engaging 
in  surface  bargaining,  no  real  effort  to  reach  collective  agreement 
forcing  the  parties  to  go  to  arbitration  to  get  a  final  contract. 

We  are  approaching  that  process  once  again,  and  that  will  be  the 
true  test  of  whether  or  not  our  relationship  has  matured  to  an  ex- 
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tent  that  the  parties  can  sit  down  and  deal  fairly  with  one  another, 
representing  the  interests  of  the  public  as  well  as  the  parties  at  the 
table. 

So  the  proof  is  in  the  pudding,  and  we  await  final  judgment  with 
the  conclusion  of  collective  bargaining  that  will  occur  in  November 
of  this  year. 

Mrs.  MORELLA.  Kind  of  interesting  where  you  talk  about  and  you 
indicate  how  well  these  groups  are  working  together  that  at  the 
same  time  you  comment  on  the  lack  of  the  authority  figure,  rather 
that  have  you  got  committees  and  who  is  the  one  that  is  actually 
an  authority. 

Is  that  a  contradiction? 

Mr.  SOMBROTTO.  No,  I  don't  think  so,  and  I  might  at  least  articu- 
late a  perceived  misconception. 

In  the  E.I.  processes  with  the  Postal  Service,  the  union  is  the 
central  body.  We  do  not  support  the  idea  that  240,000  of  our  mem- 
bers are  individual  agents  and  can  negotiate  with  their  conditions 
of  emplojrment.  That  is  not  the  case. 

We  structure  it  so  that  the  union  has  a  presence  in  every  level 
of  that  system.  We  simply  get  people  on  the  working  floor,  elected 
by  fellow  union  members  in  conjunction  our  shop  stewards  and  our 
local  presidents,  to  assimilate  information.  They  can  bring  to  a 
body,  including  management,  certain  issues  to  see  what  they  can 
do  about  making  changes  in  their  own  work  environment  in  the 
structure  of  their  work. 

It  has  nothing  to  do  with  wages.  It  doesn't  in  any  way  threaten 
the  present  contract.  They  cannot  change  the  terms  and  conditions 
that  have  been  agreed  through  collective  bargaining.  All  it  does  is 
empower  individuals  to  voice  their  complaints,  rather  than  go  to  a 
branch  meeting  or  to  a  union  meeting  to  complain.  They  can  ex- 
press it  in  the  work  site. 

In  terms  of  when  you  say  an  authority  figure,  there  are  always 
going  to  be  authority  figures.  The  fact  of  the  matter  is  that  there 
are  too  many  authority  figures  in  the  Postal  Service.  We  ought  to 
have  less.  That  is  not  a  contradiction.  It  is  not  mutually  exclusive. 

Mrs.  MORELLA.  Thank  you.  I  point  out  to  Mr.  Sombrotto,  you  are 
probably  pleased  that  we  did  pass  H.R.  115,  the  OSHA  reform.  You 
mentioned  the  conditions  in  Chicago. 

Thank  you. 

Mr.  Sawyer.  Mrs.  Norton. 

Ms.  Norton.  Thank  you,  Mr.  Chairman.  I  just  want  to  the  wind 
up  the  prior  question  that  I  asked  and  ask  one  more  question. 

The  reply,  as  I  recall,  it  was  that  the  savings  were — the  buyout 
of  the  Postal  Service  was  driven  by  savings.  Just  let  me  say  for  the 
record,  the  failure  to  document  the  252,000  number  in  any  way  and 
the  pressure  that  we  all  feel  in  the  Congress  for  deficit  reduction 
leads  me  to  believe  that  that  number,  too,  was  arrived  at  totally, 
totally,  or  almost  totally  as  a  need  for  savings  and  a  worthy  goal. 

But  as  I  see  what  has  happened  to  the  Postal  Service,  I  believe 
that  our  subcommittee  and  our  full  committee  has  to  engage  in 
very  close  oversight  of  what  we  have  begun  here  based  in  part  on 
your  experience. 

As  I  understand — as  I  understand  your  testimony,  there  was  pre- 
mature reduction  in  employees.  That  reduction  would  occur  ulti- 
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mately  through  technology,  but  with  people — untargeted  buyouts, 
people  did  what  money  expects  them  to  do,  rush  toward  the  money, 
and  you  had  premature  reduction. 

Now,  the  Federal  Government  has  targeted  the  buyout.  That 
gives  me  some  comfort,  except  that  one  of  you,  I  think  it  was  Mr. 
Burrus,  has  testified  that  there  was  some  inadequate  supervision 
and  management  left  when  some  of  the  management  employees 
left,  which  leads  me  to  believe  that  even  targeting  to  management, 
you  could  still  end  up  with  service  difficulty  if  key  managers  leave 
and  are  not  replaced  by  managers — or  are  replaced  by  inexperi- 
enced managers  or  not  replaced  at  all,  and  that  bothers  me. 

And  finally  what  bothers  me  is  the  service  deficit  problem.  We 
can  see  what  happens,  of  course,  when  letter  carriers,  for  God's 
sake,  go.  But  if  there  were  ever  people  on  the  ground,  it  is  the  peo- 
ple who  deliver  the  mail.  So  if  you  get  gaps  there,  I  can  obviously 
see  what  happens  to  others  who  are  carrying  the  mail. 

But  that  is  true  for  every  kind  of  frontline  service  provision.  And 
what  the  Federal  Government  called  managers  are  often  people 
who  have  a  certain  GS,  period.  And  I  believe  that  there  is  much 
to  be  learned  from  your  experience. 

I  asked  how  much  of  it — how  much  of  the  problem  that  your 
members  are  experiencing,  you  would  say  comes  from  the  unin- 
tended consequences  that  flowed  from  the  buyouts,  rated  on  a  scale 
of  1  to  10,  which,  for  one,  who  knows  another  way  to  rate  them. 
In  other  words,  you  would  have  had  a  fair  amount  of  problems  any- 
way, and  I  am  asking  can  you  help  us  quantify  the  extent  in  which 
the  buyouts  that  were  done  added  to  the  existing  problems  on  the 
scale  of  1  to  10. 

Mr.  Burrus.  I  would  say  on  a  scale  of  1  to  10,  I  would  say  an 
approximate  5,  4  or  5,  our  problems  are  attributed  to  the  early 
outs.  I  think  the  major  problem  of  the  early  outs  was  that  it  ampli- 
fied the  inability  to  manage  three  distinct  operations  that  were 
being  constructed  simultaneously. 

We  are  attempting  to  convert  from  a  manual  processing  system 
to  an  automated  processing  system,  getting  the  mail  to  the  letter 
carriers  for  prompt  delivery  in  a  timely  fashion. 

We  presently  have  three  distinct  systems,  manual,  mechanized, 
and  automation.  When  you  take  a  manager  or  craft  employee  out 
of  the  operation  who  is  experienced  with  trying  to  juggle  those 
three  operations  to  effectuate  timely  processing,  you  exacerbate  the 
problem.  And  that  is  what  happened. 

You  pulled  craft  employees  out  and  experienced  managers.  We 
were  going  to  have  a  problem  jumping  those  three  systems  anyway, 
but  take  out  through  early  retirement  a  disproportionate  number 
of  employees  in  key  areas  and  disproportionate  skilled  managers  in 
key  areas,  then  the  problem  was  just  magnified,  so  on  a  scale  of 
1  to  10,  I  would  say  it  would  rate  a  4  or  5  of  other  problems  that 
we  have  not  overcome,  some  structural  problems,  and  some  morale 
problems,  and  some  labor/management  problems. 

Those  are  ongoing  and  we  are  hoping  that  we  can  address  them 
satisfactorily.  But  just  the  retirement  is  about  a  4,  maybe  a  low  5. 

Mr.  SOMBROTTO.  Well,  I  don't  know  if  I  can  quantify  it  that  way. 
I  do  know  this,  putting  it  on  a  scale  of  1  to  10.  I  do  know  that  when 
the  problem  was  exacerbated  by  the  exodus  of  so  many  career  craft 
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employees,  then,  of  course  the  result  was  predictable.  If  you  didn't 
replace  those  employees — and  even  if  you  did  replace  them  with  ca- 
reer employees — it  would  take  time  for  the  learning  curve  to  be  ex- 
perienced for  them  to  be  as  productive  as  the  people  that  they  were 
replacing. 

Instead,  management  didn't  replace  these  people  with  career  em- 
ployees, but  rather  with  transitional  employees  or  temporary  em- 
ployees. By  any  standard  and  all  the  literature  bears  this  out,  you 
don't  get  the  best  bang  for  the  buck  that  you  do  when  you  have 
committed  career  employees. 

The  problem,  as  I  see  it,  is  that  it  is  not  a  great  science  to  do 
what  was  attempted  to  be  done.  It  is  a  little  more  difficult  with 
craft  employees  because  we  have  contractual  provisions  that  have 
to  be  addressed  in  terms  of  people  moving  from  one  installation  to 
another. 

But  in  the  management  situation,  that  should  be  rather  easy.  I 
mean  IBM  downsizes,  Greneral  Motors  downsizes.  They  get  rid  of 
x-amount  of  middle  managers  and  they  go  on  their  merry  way. 
They  get  better  or  don't  get  better,  or  stay  the  same,  but  they  are 
able  to  do  it  without  any  impediments. 

If  you  take  an  experienced  manager  out  of  one  place  because  he 
is  now  going  on  an  early  out,  there  should  be  plenty  of  other  people 
that  could  be  transfered  or  utilized  in  a  way  that  could  replace  that 
person.  There  are  no  irreplaceable  parts  and  there  are  no  irreplace- 
able people. 

There  is  just  a  way  of  organizing  yourself  so  that  you  do  it  in 
a  more  systematic  and  intelligent  way.  If  you  go  through  an  across 
the  board  early  out,  just  open  it  up  to  anybody,  you  can  have  mixes 
and  matches  that  don't  really  come  together.  The  puzzle  doesn't 
work  out.  You  get  people  leaving  in  a  place  where  you  don't  want 
them  to  leave,  and  people  staying  in  a  place  where  you  don't  want 
them  to  stay. 

And  that  is  some  of  the  things  that  the  administration  should  be 
thinking  about  in  downsizing  the  Federal  Grovemment.  They  have 
to  look  at  those  aspects  of  it.  But  the  mere  fact  that  so  many  career 
employees  left  and  were  not  replaced  with  other  career  employees, 
I  think  was  the  most  critical  factor  to  the  results  that  we  have  had. 

Ms.  Norton.  Use  of  a  kind  of  secondary  work  force,  casual  and 
temporaries  to  replace  career  employees  is  a  real  step  down  for  the 
Federal  Government,  which  has  tended  to  be  among  the  better  em- 
ployers. In  Federal  buyouts,  we  had  and  the  Congress  intended  to 
fill  all  the  holes. 

I  wonder  if  we  said  you  can't  use  contract  employees  to  replace 
these  people.  We  don't  intend  to  see  temporaries  used.  We  may 
have  filled  all  the  holes.  I  now  wonder,  Mr.  Chairman,  what  the 
effect  will  be  on  the  existing  and  remaining  work  force. 

Thank  you  very  much,  Mr.  Chairman. 

Mr.  Sawyer.  Thank  you.  I  don't  want  to  ask  a  question  at  this 
point,  but  I  would  appreciate  it,  gentlemen,  if  you  would  give 
thought  to  answering  a  question  that  you  have  raised. 

The  question  of  a  committee  system  and  the  difficulty  in  dealing 
with  cross-functional  management  committees.  And  I  am  not  talk- 
ing about  conflict  so  much  as  tensions  in  purpose. 
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We  look  at  the  tensions  that  exist,  for  example,  with  plant  man- 
agers trying  to  elevate  process  and  distribution  functions  and  post- 
masters concerned  about  customer  service.  One  would  think  that 
they  are  compatible.  They  are  not  always.  And  there  are  frequently 
functions  whose  immediate  needs  are  in  tension  with  one  another. 

You  referred  to  the  capacity  to  try  to  find  a  way  to  resolve  that, 
structural  ways  to  resolve  that.  I  am  not  sure  that  given  the  size 
of  our  hearing  this  morning,  that  I  wsmt  to  impose  on  the  rest  of 
the  committee  to  ask  you  to  delve  into  that  in  depth  this  morning. 
But  if  you  could  give  some  thought  to  that,  I  am  sure  the  commit- 
tee would  benefit  from  your  comments. 

Mr.  SOMBROTTO.  If  I  could  just  make  a  comment  on  what  you 
just  said.  You  have  raised  a  very  critical  point.  I  think  it  was  in 
Brother  Burrus'  testimony. 

The  wall  that  has  been  put  up  between  mail  processing  and  cus- 
tomer service  does  not  serve  the  Postal  Service  well.  And  that  is 
also,  as  I  said  before,  exacerbated  by  the  fact  that  when  managers 
are  offered  incentives  for  performance,  they  will  concentrate  on 
their  own  areas  of  responsibility  to  the  exclusion  of  other  respon- 
sibilities. 

The  Postal  Service  as  an  institution  is  a  network  that  by  defini- 
tion has  to  interact  at  all  levels  continuously.  So  when  you  set  up 
these  different  divisions  that  are  not  responsive  to  the  needs  of 
other  divisions,  there  is  a  prescription  for  absolute  failure  and  for 
tensions  to  be  created  between  those  divisions. 

Just  this  past  week  we  had  four  presidents  from  Arizona,  two  of 
them  that  carry  mail  every  day,  and  I  can't  tell  you  that  I  have 
ever  been  prouder  of  a  people  that  talk  to  the  highest  folks  in  man- 
agement. The  Postmaster  General  was  slated  to  be  there.  Unfortu- 
nately he  had  an  operation  and  could  not  be  there. 

Deputy  Postmaster  General  Coughlin  was  there.  And  Customer 
Service  Vice-President  Sam  Green  was  there,  and  they  laid  out  the 
whole  problem.  They  understood  it  from  beginning  to  end,  and  why 
it  doesn't  work  because  of  this  division  between  mail  processing 
and  customer  services.  That  is  a  serious  problem. 

And  I  think  it  is  going  to  have  more  of  an  impact  than  much  of 
the  discussions  that  we  have  had  about  some  of  the  other  elements 
here. 

Mr.  Burrus.  In  the  interest  of  time,  I  will  not  belabor  the  point 
except  to  reiterate  our  very  serious  concerns  about  the  restructur- 
ing of  the  management  structure  itself. 

It  causes  untold  problems  for  us,  and  I  think  it  causes  problems 
for  the  American  public,  because  you  have  two  competing,  conflict- 
ing departments  within  the  Postal  Service  that  have  a  responsibil- 
ity to  interact  with  one  another,  and  when  there  is  no  individual 
or  department  that  is  there  to  break  the  tie  that  makes  the  final 
decision  that  those  two  sides  are  permitted  to  disagree,  there  is 
nothing  to  force  them  to  agree,  when  that  occurs,  you  are  going  to 
have  failures. 

Failures  in  terms  of  the  morale  of  employees,  the  relationship  be- 
tween the  union  and  management  as  well  as  failures  to  the  Amer- 
ican  public. 
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Mr.  Sawyer.  Thank  you  both  very  much.  I  think  it  is  testimony 
to  the  fact  of  what  you  measure  and  reward  is  often  what  you  get. 
Thank  you. 

Our  second  panel  this  morning  is  comprised  of  William  R.  Brown, 
president  of  the  National  Rural  Letter  Carriers  Association;  Wil- 
liam Quinn,  president  of  the  National  Postal  Mail  Handlers  Union; 
Michelle  Readinger,  Postal  Police  and  National  Labor  Council  and 
Postal  Police  Union,  and  James  M.  McGee,  president,  National  Al- 
liance of  Postal  and  Federal  Employees. 

Thank  you  all  for  your  presence  and  patience  this  morning.  Let 
me  mention  that  in  the  interest  of  time,  we  are  going  to  use  the 
5-minute  timer.  Use  it  as  a  guide. 

I  hope  you  will  summarize  and  focus  your  testimony  as  best 
serves  your  purpose.  I  don't  intend  it  to  be  an  absolute  limitation 
to  what  you  have  to  say.  But  if  you  would  use  it  as  a  guide,  we 
can  assure  you  that  the  full  text  of  your  testimony  will  be  made 
a  part  of  the  record  without  any  objection. 

With  that,  why  don't  we  begin  in  the  order  in  which  you  were 
introduced?  If  you  have  associates,  please  identify  them  for  the 
record. 

Mr.  Brown. 

STATEMENTS  OF  WILLIAM  R.  BROWN,  JR.,  PRESIDENT,  NA- 
TIONAL RURAL  LETTER  CARRIERS  ASSOCIATION;  WILLIAM 
QUINN,  NATIONAL  PRESIDENT,  NATIONAL  POSTAL  MAIL 
HANDLERS  UNION;  MICHELLE  READINGER,  POSTAL  POLICE, 
FRATERNAL  ORDER  OF  POLICE,  NATIONAL  LABOR  COUNCIL 
AND  POSTAL  POLICE  UNION;  AND  JAMES  M.  McGEE,  PRESI- 
DENT, NATIONAL  ALLIANCE  OF  POSTAL  AND  FEDERAL  EM- 
PLOYEES, ACCOMPANIED  BY  CHARLES  ENSIGN,  NATIONAL 
VICE  PRESIDENT 

Mr.  Brown.  Good  morning,  Mr.  Chairman,  and  members  of  the 
subcommittee.  My  name  is  William  R,  Brown,  Jr.,  and  I  am  the 
President  of  the  83,000  National  Rural  Letter  Carriers  Association. 

I  welcome  the  opportunity  to  participate  in  the  oversight  hear- 
ings on  the  U.S.  Postal  Service. 

The  first  area  of  concern  that  I  would  like  to  touch  on  is  service. 
Rural  letter  carriers  take  great  pride  in  being  able  to  provide  the 
best  service  possible  to  all  of  their  customers.  By  good  service,  I 
mean  that  mail  delivery  occurs  on  a  regular  basis  and  it  occurs  in 
a  timely  manner. 

Rural  postal  customers  generally  have  a  higher  customer  satis- 
faction index.  But  in  order  for  rural  letter  carriers  to  continue  to 
provide  the  best  possible  service,  we  need  to  ensure  that  the  cus- 
tomer service  is  an  integral  part  of  the  Postal  Service  structure. 

Since  the  restructuring  that  occurred  in  1992  and  1993,  the  Post- 
al Service  has  separated  customer  service  from  mail  processing. 
The  National  Rural  Letter  Carriers  Association  supported  this  re- 
structuring, and  we  continue  to  support  the  goals  of  the  restructur- 
ing, but  often  the  goals  can  be  very  different  from  the  practices. 

The  problem  that  has  occurred  with  the  separation  of  customer 
service  and  mail  processing  is  that  the  two  are  not  communicating 
enough  with  one  another,  and  often  it  seems  that  they  do  not  work 
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together  toward  the  final  goal  of  delivering  the  mail  in  a  timely 
manner  that  will  satisfy  all  the  postal  customers. 

Mail  delivery  is  crucial  to  rural  America.  Rural  letter  carriers 
serve  as  a  post  office  on  wheels.  Many  customers  on  rural  routes 
depend  on  their  letter  carriers  to  arrive  at  a  set  time  of  day  so  that 
they  can  mail  their  packages,  purchase  stamps,  or  use  other  serv- 
ices. 

In  many  areas  of  the  country,  this  regularity  has  decreased  be- 
cause of  the  processing  plant's  attempt  to  have  more  mail  in  the 
automated  mail  stream.  To  achieve  an  earlier  and  consistent  time 
of  mail  delivery  each  day,  the  U.S.  Postal  Service  will  be  starting 
an  experiment  in  the  sun  coast  district  of  Florida  called  Delivery 
First. 

This  provides  the  potential  for  improvements  in  processing  win- 
dows, machine  utilization,  and  carrier  operations.  The  carrier  will 
have  limited  morning  duties  and  will  be  expected  to  be  on  their 
route  after  30  to  45  minutes  of  office  work. 

After  completion  of  their  street  duties,  the  carriers  will  case  their 
residual  letters  and  flat  volume  for  the  next  delivery  day.  The  new 
policy  will  ensure  that  the  mail  will  be  delivered  at  the  same  time 
each  day. 

If  this  experiment  is  successful,  we  hope  that  this  policy  can  be 
practiced  throughout  the  country.  It  is  one  example  of  the  Postal 
Service  trying  to  improve  customer  service. 

We  believe  that  the  practice  of  Postmaster  Generals  to  stay  for 
at  least  4  or  5  years  will  increase  the  efficiency  of  the  U.S.  Postal 
Service.  Postmaster  General  Frank  was  able  to  implement  policies 
and  see  them  carried  out,  and  Postmaster  General  Runyon  is  now 
able  to  do  the  same. 

Over  the  past  year,  we  have  appreciated  Congress'  willingness  to 
hear  our  concerns  and  work  with  us  to  remedy  problems  that  have 
solutions.  I  am  specifically  talking  about  the  Sawyer  bill,  H.R. 
3246,  which,  if  passed,  will  encourage  retired  rural  letter  carriers 
to  work  as  relief  carriers  for  temporary  periods. 

We  have  had  a  severe  problem  hiring  and  retaining  relief  car- 
riers, and  this  bill  would  help  to  solve  that  problem.  Our  main  con- 
cern as  rural  letter  carriers  is  trying  to  provide  the  best  service  to 
our  customers. 

The  Delivery  First  experiment  in  Florida  works  to  do  this,  as 
would  the  Sawyer  bill.  But  we  need  to  do  more.  One  of  the  goals 
of  restructuring  was  to  empower  managers  with  more  decisionmak- 
ing at  the  grassroots  level.  The  theory  of  this  is  team  approaches 
to  problem  solving  is  the  best  method. 

However,  more  managers,  clerks,  and  carriers  to  solve  problems, 
the  managers  must  be  empowered  to  carry  out  the  group  rec- 
ommendations. Today  too  much  empowerment  has  stopped  with 
the  districts  and  has  not  gone  all  the  way  down  to  the  local  post- 
masters. 

Automation  is  another  key  to  quality  service  in  the  U.S.  Postal 
Service.  We  believe  automation  will  improve  service  and  prepare 
the  U.S.  Postal  Service  for  the  future.  In  1990,  the  NRLCA  began 
working  with  the  Postal  Service  to  find  ways  to  implement  automa- 
tion fairly,  equitably  and  smoothly. 
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Last  month  we  reached  a  settlement  with  the  Postal  Service  on 
delivery  point  sequence  of  mail  that  guarantees  savings  to  the 
Postal  Service  for  every  letter  put  in  delivery  order.  We  believe 
that  in  the  next  3  to  5  years,  much  of  rural  delivery  will  be  auto- 
mated. This  will  help  the  Postal  Service  to  go  into  the  next  century 
in  a  more  competitive  position. 

Another  significant  event  in  the  Postal  Service  this  year  has  been 
postal  rates.  We  believe  that  holding  the  line  on  rates  for  4  years 
was  a  very  significant  event.  Frankly,  if  the  congressionally  forced 
budget  payments  had  not  been  imposed  on  the  U.S.  Postal  Service, 
they  probably  could  have  gone  at  least  another  5  years  or  more 
without  raising  rates. 

We  believe  the  rate  increase  request  is  needed,  but  are  upset  to 
see  no  money  in  the  request  for  wage  increases.  We  believe  that 
the  U.S.  Postal  Service  needs  additional  rate  flexibility  in  the  areas 
where  there  is  true  competition. 

This  is  particularly  important  in  the  area  of  parcel  post  and  over- 
night delivery  and  where  the  competitors  can  change  their  rates  at 
will.  In  the  monopoly  areas,  the  present  ratemaking  process  serves 
the  public  well  since  it  provides  stable  rates  for  our  individual  cus- 
tomers and  the  large  mailers  to  be  able  to  plan  for  their  business 
future. 

Thank  you,  Mr.  Chairman,  and  members  of  the  committee,  for  al- 
lowing me  to  express  the  views  of  the  National  Rural  Letter  Car- 
riers Association. 

At  this  time,  I  would  welcome  any  questions  you  might  have. 

[The  prepared  statement  of  William  R.  Brown,  Jr.  follows:] 

Prepared  Statement  of  William  R.  Brown,  Jr.,  President,  National  Rural 
Letter  Carriers  Association 

Good  Morning  Mr.  Chairman  and  Members  of  the  Committee.  My  name  is  Wil- 
liam R.  Brown,  Jr.  and  I  am  the  President  of  the  83,000  National  Rural  Letter  Car- 
riers' Association.  I  welcome  the  opportunity  to  participate  in  the  oversight  hearings 
on  the  United  States  Postal  Service. 

The  first  area  of  concern  that  I  would  like  to  touch  on  is  Service.  Rural  Letter 
Carriers  take  great  pride  in  being  able  to  provide  the  best  service  possible  to  all 
of  their  customers.  By  good  service  I  mean  that  mail  deUvery  occurs  on  a  regular 
basis  and  it  occurs  in  a  timely  manner.  Rural  postal  customers  generally  have  a 
higher  customer  satisfaction  index.  But,  in  order  for  rural  letter  carriers  to  continue 
to  provide  the  best  possible  service  we  need  to  insure  that  customer  service  is  an 
integral  part  of  the  Postal  Service  structure. 

Since  the  restructuring  that  occurred  in  1992  and  1993  the  Postal  Service  has 
separated  customer  service  from  mail  processing.  The  NRLCA  supported  this  re- 
structuring and  we  continue  to  support  the  goals  of  restructuring,  but  often  the 
goals  can  be  very  different  from  the  practices.  The  problem  that  has  occurred  with 
the  separation  of  customer  service  and  mail  processing  is  that  the  two  are  not  com- 
municating enough  with  one  another,  and  often  it  seems  that  they  do  not  work  to- 
gether towards  the  final  goal  of  delivering  the  mail  in  a  timely  manner  that  will 
satisfy  all  of  the  postal  customers. 

Mail  delivery  is  crucial  to  rural  America.  Rural  letter  carriers  serve  as  a  post  of- 
fice on  wheels.  Many  customers  on  rural  routes  depend  on  their  letter  carriers  to 
arrive  at  a  set  time  of  day  so  that  they  can  mail  their  packages,  purchase  stamps, 
or  use  other  services.  In  many  areas  of  the  country  this  re^arity  has  decreased 
because  the  processing  plants  attempt  to  have  more  mail  in  the  automated  mail 
stream.  To  achieve  an  earlier  and  consistent  time  of  mail  delivery  each  day,  USPS 
will  be  starting  an  experiment  in  the  Sun  Coast  District  of  Florida  called  Delivery 
First.  This  provides  the  potential  for  improvements  in  processing  windows,  machine 
utilization,  and  carrier  operations.  The  carrier  will  have  limited  morning  duties  and 
will  be  expected  to  be  on  their  route  after  30  to  45  minutes  of  office  work.  After 
completion  of  their  street  duties,  the  carriers  will  case  their  residual  letters  and  flat 
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volume  for  the  next  delivery  day.  This  new  policy  wiU  insure  that  the  mail  will  be 
delivered  at  the  same  time  each  day.  If  this  experiment  is  successful,  we  hope  that 
this  policy  can  be  practiced  throughout  the  country.  It  is  one  example  of  the  Postal 
Service  trying  to  improve  customer  service. 

We  beUeve  that  the  practice  of  Postmaster  Generals  staying  for  at  least  four  to 
five  years  will  increase  the  effectiveness  of  the  U.S.  Postal  Service.  Postmaster  Gen- 
eral Frank  was  able  to  implement  policies  and  see  them  carried  out,  and  Postmaster 
General  Runyon  is  now  able  to  do  the  same. 

Over  the  past  year  we  have  appreciated  Congress'  wilUngness  to  hear  our  con- 
cerns and  work  with  us  to  remedy  problems  that  have  solutions.  I  am  specifically 
talking  about  the  Sawyer  bill,  H.R.  3246,  which,  if  passed,  will  encourage  retired 
rural  letter  carriers  to  work  as  relief  carriers  for  a  temporary  period.  We  have  had 
severe  problem  hiring  and  retraining  relief  carriers  and  this  bill  would  help  to  solve 
that  problem. 

Our  main  concern,  as  rural  letter  carriers,  is  trying  to  provide  the  best  service 
to  our  customers.  The  DeUver  First  Experiment  in  Florida  works  to  do  this,  as 
would  the  Sawyer  bill.  But  we  need  to  do  more.  One  of  the  goals  of  restructuring 
was  to  empower  managers  with  more  decision  making  at  the  grass-roots  level.  The 
theory  is  that  "team  approaches"  to  problem  solving  is  the  best  method.  However 
for  managers,  clerks,  and  carriers  to  solve  problems,  the  managers  must  be  empow- 
ered to  carry  out  the  group  recommendations.  Today  too  much  empowerment  has 
stopped  with  the  Districts  and  has  not  gone  all  of  the  way  down  to  the  local  post- 
masters. 

Automation  is  another  key  to  quality  service  in  the  United  States  Postal  Service. 
We  believe  automation  will  improve  service  and  prepare  the  U.S.P.S.  for  the  future. 
In  1990,  NRLCA  began  working  with  the  Postal  Service  on  ways  to  implement  auto- 
mation fairly,  equitably,  and  smoothly. 

Last  month  we  reached  a  settlement  with  the  Postal  Service  on  Delivery  Point 
Sequence  of  Mail  that  guarantees  savings  to  the  Postal  Service  for  every  letter  put 
in  delivery  order.  We  believe  that  in  the  next  three  to  five  years  much  of  rural  deliv- 
ery will  be  automated.  This  will  help  the  Postal  service  go  into  the  next  century  in 
a  more  competitive  position. 

Another  significant  event  in  the  postal  service  this  year  has  been  postal  rates.  We 
believe  that  holding  the  line  on  rates  for  four  years  was  a  very  significant  event. 
Frankly,  if  the  Congressionally  forced  budget  payments  had  not  been  imposed  on 
the  U.S.P.S.,  they  probably  could  have  gone  at  least  another  five  years  or  more 
without  raising  rates.  We  believe  the  rate  increase  request  is  needed,  but  are  upset 
to  see  no  money  in  the  request  for  wage  increases. 

We  believe  that  USPS  needs  additional  rate  flexibihty  in  the  areas  where  there 
is  true  competition.  This  is  particularly  important  in  the  area  of  parcel  post,  and 
overnight  delivery  where  the  competitors  can  change  their  rates  at  will.  In  the  mo- 
nopoly areas,  the  present  rate  making  process  serves  the  public  well  since  it  pro- 
vides stable  rates  for  our  individual  customers  and  the  large  mailers  to  be  able  to 
plan  for  their  business  future. 

Thank  you  Mr.  Chairman  and  Members  of  the  Committee  for  allowing  me  to  ex- 
press the  views  of  the  National  Rural  Letter  Carriers'  Association.  At  this  time  I 
would  welcome  any  questions  you  might  have. 

Mr.  Sawyer.  Thank  you  very  much. 

Mr.  Myers  and  I  were  sitting  here  talking.  I  haven't  heard  the 
phrase  used  before,  but  the  image  that  you  use,  the  post  office  on 
wheels  is  compelling,  and  we  found  it  true  and  accurate  and  useful. 

Mr.  Quinn. 

Mr.  QuiNN.  Thank  you,  Mr.  Chairman.  My  name  is  William 
Quinn  and  I  am  president  of  the  National  Postal  Mail  Handlers 
Union,  AFI^CIO.  The  Mail  Handlers  Union  represents  more  than 
50,000  mail  handlers  employed  by  the  U.S.  Postal  Service. 

Let  me  first  thank  you.  Chairman  Sawyer,  for  calling  this  impor- 
tant hearing  and  giving  me  the  opportunity  to  present  the  views 
of  my  union.  As  always,  you  and  the  other  members  of  this  commit- 
tee continue  to  demonstrate  that  you  are  committed  to  providing 
the  best  possible  mail  service  for  the  American  people  and  the 
50,000  mail  handlers  across  this  country  appreciate  your  efforts. 
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I  am  proud  of  the  outstanding  work  done  by  mail  handlers  dur- 
ing the  past  winter.  As  you  know,  Washington  and  many  other 
areas  were  paralyzed  by  a  series  of  storms  that  were  unprece- 
dented in  their  ferocity  and  unparalleled  in  their  disruption  of  mail 
service.  Yet  the  mail  handlers  I  represent,  as  well  as  other  postal 
employees,  were  able  to  ensure  that  the  mails  kept  moving. 

Unfortunately,  the  era  of  good  feelings  that  this  dedication  by 
postal  employees  should  have  engendered  seems  to  have  been  lost 
by  the  recent  spate  of  attention  which  the  Postal  Service  has  re- 
ceived. Some  of  the  news  has  not  been  good;  particularly  the  con- 
tinued problems  in  the  Chicago  area. 

The  news  and  other  events  within  the  USPS  have  had  their  ef- 
fect internally.  Among  mail  handlers  there  is  an  underlying  current 
of  distrust  of  the  Postal  Service  hierarchy.  It  is  distrust  of  manage- 
ment, some  of  which  is  the  normal  worker-management  tension 
that  exists  in  almost  all  large  corporations,  but  much  of  it  which 
is  unique  to  the  Postal  Service. 

Most  prevalent,  and  most  disturbing,  is  the  feeling  of  powerless- 
ness  on  the  part  of  many  members  of  my  union. 

When  the  Postmaster  General  announced  the  restructuring  of 
the  Postal  Service  at  nationally  televised  conferences  2  years  ago, 
he  pictured  immediate  results  which  would  streamline  operations 
and  dispense  with  the  vast,  military-style  bureaucracy — and  mili- 
tary-style mentality — that  has  stifled  individual  commitment  and 
initiative. 

I  had  hoped  that  we  would  see  some  dramatic  changes,  even 
though  I  know  that  a  change  of  the  magnitude  he  portrayed  would 
not  happen  overnight.  Now,  we  are  nearly  2  years  into  the  pro- 
gram. The  reorganization  has  not  fulfilled  the  Postmaster  General's 
vision  and  it  has  not  brought  mail  handlers  or  other  postal  employ- 
ees significantly  closer  to  the  Service's  decisionmaking  process, 
which,  ostensibly,  was  one  of  the  main  rationales  for  the  reorga- 
nization. 

Nevertheless,  we  remain  committed  to  working  toward  a  better, 
more  efficient  Postal  Service.  While  there  is  some  disillusionment 
among  mail  handlers,  there  is  a  gritty  determination  to  improve 
the  Postal  Service.  Allow  me  to  highlight  a  few  of  our  concerns. 

One,  when  I  testified  at  the  Violence  in  the  Postal  Service  hear- 
ing last  year,  I  stated  my  support  for  better  preemployment  screen- 
ing. It  would  be  helpful  to  this  committee  if  the  Postal  Service 
shared  its  finding  with  you,  what  changes  have  been  made  in  the 
process  and  the  forms,  what  of  course  are  the  results  of  the  new 
workplace  screening,  and  how  has  it  made  the  Postal  Service  a  bet- 
ter, safer  place  for  employees? 

I  hope  that  they  share  the  answers  with  you  and  with  us.  I  will 
reiterate  my  statement  of  last  year:  Mail  handlers  and  all  Postal 
Service  employees  have  the  right  to  a  violence-free  workplace. 

Two,  the  Postal  Service  also  has  claimed  before  this  committee 
that  it  is  committed  to  a  safe  and  healthy  work  environment.  If 
there  has  been  a  significant  progress  in  reducing  the  increased  inci- 
dence of  carpal  tunnel  syndrome  and  other  job-related  disabilities, 
however,  I  am  not  aware  of  it. 

If  the  Postal  Service  has  put  more  nurses  or  other  occupational 
health  experts  on  site,  a  suggestion  that  was  made  at  your  recent 
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hearings  on  H.R.  115,  the  numbers  must  be  insignificant  because 
the  complaints  have  not  subsided. 

If  the  Postal  Service  truly  were  committed  to  occupational  safety 
and  health,  then  they  would  support  H.R.  115,  but  no  such  support 
is  forthcoming.  ^ 

I  will  state  the  point  clearly  and  emphatically,  the  mail  handlers' 
union  fully  supports  the  postal  OSHA  bill  which  offers  a  beacon  of 
hope  toward  a  greater  involvement  of  labor  in  decisions  that  affect 
lives  of  workers  on  the  work  room  floor,  and  we  firmly  believe  that 
the  Postal  Service  also  should  support  passage  of  this  important 
legislation. 

The  Postal  Service  must  remember  that  the  high  cost  of  job 
stress  due  to  fear  of  personal  security  or  fear  of  debilitating  injury 
is  felt  not  only  by  postal  employees,  but  also  by  the  Postal  Service 
through  reduced  productivity  and  increases  in  workers's  composi- 
tion and  long-term  health  costs. 

Three,  I  also  noted  during  last  year's  hearings  on  workplace  vio- 
lence that  a  significant  loss  of  experienced  supervisors  might  result 
in  new  supervisors  who  are  neither  properly  trained  nor  properly 
screened.  Such  haphazard  promotion  policy  by  prior  Postmaster 
Generals  has  led,  I  believe,  to  some  of  the  tragedy  at  Royal  Oak 
and  elsewhere. 

It  may  be  useful  if  this  committee  could  determine  exactly  how 
the  USPS  has  approached  this  problem  since  the  latest  restructur- 
ing. 

Four,  I  would  be  less  than  frank  with  this  committee  if  I  did  not 
say  that  many  of  the  concerns  currently  expressed  by  mail  han- 
dlers are  directly  attributable  to  Congress,  and  in  particular,  to  ac- 
tions that  are  being  contemplated  by  Congress. 

In  discussions  with  my  members,  they  are  most  worried  about 
their  retirement  plans  as  they  see  proposals  pending  in  Congress 
to  cut  the  thrift  savings  plan  or  reduce  retiree  COLAs. 

I  know  that  you,  Mr.  Chairman,  have  interceded  on  behalf  of 
both  postal  and  Federal  employees  and  retirees.  We  stand  prepared 
to  help  you  in  any  way  possible  with  your  efforts.  If  Congress 
would  follow  the  spirit — as  well  as  the  letter,  of  the  law,  and  would 
truly  treat  the  Postal  Service  as  offbudget,  my  members  would  be 
far  more  confident  of  their  financial  futures. 

Also  of  concern  is  the  future  of  both  the  mail  handlers  health 
benefit  plan,  in  which  my  members  take  great  pride,  and  the  future 
of  the  Federal  employee  health  benefit  system  under  current  na- 
tional health  care  reform  plans. 

I  want  to  thank  you,  Mr.  Chairman,  for  the  job  you  have  done 
in  educating  your  colleagues  on  this  issue,  and  in  allowing  us  a  fair 
hearing  before  Congress. 

Five,  finally,  I  am  concerned  about  the  upcoming  rate  increase 
that  has  been  proposed  by  the  Postal  Service,  if  only  because  the 
media  will  not  look  into  the  cause  of  the  increase,  but  only  its  ef- 
fect. The  cause  is  basic. 

Congress  has  not  listened  to  your  committee  and  has  refused  to 
stem  the  flow  of  money  which  it  has  extracted  from  the  Postal 
Service  every  year  since  1986.  There  would  be  no  need  for  a  rate 
increase  if  the  Postal  Service  had  those  billions  of  dollars  in  its  own 
treasury. 
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Keeping  that  in  mind,  I  hope  that  the  Postal  Service  asks  for  an 
adequate  amount  of  money  and  does  not  have  to  come  back  for  an- 
other rate  increase  in  a  couple  of  years.  Corporations  do  that,  but 
it  seems  that  the  Postal  Service  is  being  held  to  a  different  stand- 
ard. 

Thank  you,  again,  Mr.  Chairman,  I  will  be  glad  to  entertain  any 
questions  that  you  may  have. 

[The  proposed  statement  of  Mr.  Quinn  follows:] 

Prepared  Statement  of  William  Quinn,  National  President,  National  Postal 
Mail  Handlers  Union 

Mr.  Chairman,  my  name  is  William  Qiiinn,  and  I  am  President  of  the  National 
Postal  Mail  Handlers  Union  (AFL-CIO).  The  Mail  Handlers  Union  represents  more 
than  50,000  mail  handlers  employed  by  the  United  States  Postal  Service. 

Let  me  first  thank  you.  Chairman  Clay,  for  caUing  this  important  hearing  and 
giving  me  the  opportunity  to  present  the  views  of  my  Union.  As  always,  you  and 
other  members  of  this  Committee  continue  to  demonstrate  that  you  are  committed 
to  providing  the  best  possible  mail  service  for  the  American  people,  and  the  50,000 
mail  handlers  across  this  country  appreciate  your  efforts. 

1  am  proud  of  the  outstanding  work  done  by  mail  handlers  during  this  past  win- 
ter. As  you  know,  Washington  and  many  other  areas  were  paralyzed  by  a  series  of 
storms  that  were  unprecedented  in  their  ferocity  and  unparalleled  in  their  disrup- 
tion of  mail  service.  Yet  the  mail  handlers  I  represent,  as  well  as  all  other  postal 
employees,  were  able  to  ensure  that  the  mails  kept  moving. 

Unfortunately,  the  era  of  good  feelings  that  this  dedication  by  postal  employees 
should  have  engendered  seems  to  have  been  lost  by  the  recent  spate  of  attention 
which  the  Postal  Service  has  received.  Some  of  the  news  has  not  been  good;  particu- 
larly the  continued  problems  in  the  Chicago  area. 

The  news,  and  other  events  within  the  USPS,  have  had  their  effect  internally. 
Among  mail  handlers,  there  is  an  underlying  current  of  distrust  of  the  Postal  Serv- 
ice hierarchy.  It  is  distrust  of  management,  some  of  which  is  the  normal  worker- 
management  tension  that  exists  in  almost  all  large  corporations,  but  much  of  which 
is  unique  to  the  Postal  Service.  Most  prevalent,  and  most  disturbing,  is  a  feeling 
of  powerlessness  on  the  part  of  many  members  of  my  Union. 

When  the  Postmaster  General  announced  the  restructuring  of  the  Postal  Service 
at  nationally  televised  conferences  2  years  ago,  he  pictured  immediate  results  which 
would  streamline  operations  and  dispense  with  the  vast,  mihtary-style  bureauc- 
racy— and  military-style  mentality — that  has  stifled  individual  commitment  and  ini- 
tiative. I  had  hoped  that  we  would  see  some  dramatic  changes,  even  though  I  know 
that  a  change  of  the  magnitude  he  portrayed  would  not  happen  overnight.  Now,  we 
are  nearly  2  years  into  the  program.  The  reorganization  has  not  fulfilled  the  Post- 
master General's  vision,  and  it  has  not  brought  mail  handlers  or  other  postal  em- 
ployees significantly  closer  to  the  Service's  decision-making  process  (which,  osten- 
sibly, was  one  of  the  main  rationales  for  the  reorganization). 

Nonetheless,  we  remain  committed  to  working  toward  a  better,  more  efficient 
Postal  Service.  While  there  is  some  disillusionment  among  mail  handlers,  there  is 
a  gritty  determination  to  improve  the  Postal  Service.  Allow  me  to  highlight  a  few 
of  our  concerns: 

1.  When  I  testified  at  the  "Violence  in  the  Postal  Service"  hearing  last  year,  I  stat- 
ed my  support  for  better  preemployment  screening.  It  would  be  helpful  to  this  Com- 
mittee if  the  Postal  Service  shared  its  findings  with  you.  What  changes  have  been 
made  in  the  process  and  the  forms?  What  have  been  the  results  of  the  new  work- 
place screening  and  how  has  it  made  the  Postal  Service  a  better,  safer  place  for  em- 
ployees? I  hope  that  they  share  the  answers  with  you  and  with  us.  I  will  reiterate 
my  statement  of  last  year:  mail  handlers  and  all  Postal  Service  have  the  absolute 
right  to  a  violence-free  workplace. 

2.  The  Postal  Service  also  has  claimed  before  this  Committee  that  it  is  committed 
to  a  safe  and  healthy  work  environment.  If  there  has  been  significant  progress  in 
reducing  the  increased  incidence  of  carpal  tunnel  syndrome  and  other  job-related 
disabilities,  however,  I  am  not  aware  of  it.  If  the  Postal  Service  has  put  more  nurses 
or  other  occupational  health  experts  on  site  (a  suggestion  that  was  made  at  your 
recent  hearings  on  H.R.  115),  the  numbers  must  be  insignificant  because  the  com- 
plaints have  not  subsided.  If  the  Postal  Service  truly  were  committed  to  occupa- 
tional safety  and  health,  then  they  would  support  H.R.  115,  but  no  such  support 
is  forthcoming.  I  will  state  the  point  clearly  and  emphatically:  the  MaU  Handlers 
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Union  fully  supports  the  postal  OSHA  bill,  which  offers  a  beacon  of  hope  toward 
greater  involvement  of  labor  in  decisions  that  affect  lives  of  workers  on  the  work- 
room floor,  and  we  firmly  believe  that  the  Postal  Service  also  shovild  support  pas- 
sage of  this  important  legislation.  The  Postal  Service  must  remember  that  the  high 
cost  of  job  stress  due  to  fear  of  personal  security  or  fear  of  debihtating  injury  is  felt 
not  only  by  postal  employees,  but  also  by  the  Postal  Service  through  reduced  pro- 
ductivity and  increases  in  workers'  compensation  and  long-term  health  costs. 

3.  I  also  noted  during  last  year's  hearings  on  workplace  violence  that  a  significant 
loss  of  experienced  supervisors  might  resvilt  in  new  supervisors  who  are  neither 
properly  trained  nor  properly  screened.  Such  a  haphazard  promotion  policy  by  prior 
Postmasters  General  has  led,  I  believe,  to  some  of  the  tragedy  at  Royal  Oak  and 
elsewhere.  It  may  be  useful  if  this  Committee  could  determine  exactly  how  the 
USPS  has  approached  this  problem  since  the  latest  restructuring. 

4.  I  would  be  less  than  fi-ank  with  this  Committee  if  I  did  not  say  that  many  of 
the  concerns  currently  expressed  by  mail  handlers  are  directly  attributable  to  Con- 
gress, and  in  particular  to  actions  that  are  being  contemplated  by  Congress.  In  dis- 
cussions with  my  members,  they  are  most  worried  about  their  retirement  plans,  as 
they  see  proposals  pending  in  Congress  to  cut  the  Thrift  Savings  Plan  or  reduce  re- 
tiree COLAs.  I  know  that  you,  Mr.  Chairman,  have  interceded  on  behalf  of  both 
postal  and  federal  employees  and  retirees.  We  stand  prepared  to  help  you  in  any 
way  possible  with  your  efforts.  If  Congress  would  follow  the  spirit^as  well  as  the 
letter — of  the  law,  and  would  truly  treat  the  postal  Service  as  "off  budget,"  my  mem- 
bers would  be  far  more  confident  of  their  financial  futures. 

Also  of  concern  is  the  ftiture  of  both  the  Mail  Handlers  Health  Benefit  Plan,  in 
which  my  members  take  great  pride,  and  the  futiu-e  of  the  Federal  Employee  Health 
Benefit  system  under  current  national  health  care  reform  plans.  I  want  to  thank 
you,  Mr.  Chairman,  for  the  job  you  have  done  in  educating  your  colleagues  on  this 
issue,  and  in  allowing  us  a  fair  hearing  before  Congress. 

5.  Finally,  I  am  concerned  about  the  upcoming  rate  increase  that  has  been  pro- 
posed by  the  Postal  Service,  if  only  because  the  media  will  not  look  into  the  cause 
of  the  increase,  but  only  its  effect.  The  cause  is  basic:  Congress  has  not  listened  to 
your  Committee  and  has  refused  to  stem  the  flow  of  money  which  it  has  extracted 
from  the  Postal  Service  every  year  since  1986.  There  would  be  no  need  for  a  rate 
increase  if  the  Postal  Service  had  those  billions  of  dollars  in  its  own  treasury. 

Keeping  that  in  mind,  I  hope  that  the  Postal  Service  asks  for  an  adequate  amount 
of  money  and  does  not  have  to  come  back  for  another  rate  increase  in  a  couple  of 
years.  Corporations  do  that,  but  it  seems  that  the  Postal  Service  is  being  held  to 
a  different  standard.  . 

Again,  thank  you  for  holding  this  hearing.  It  has  been  a  pleasure  working  with 
you  and  the  other  members  of  your  Committee.  Since  this  may  be  your  last  over- 
sight hearing  as  Chair  of  the  Post  Office  and  Civil  Service  Committee,  I  would  like 
to  tell  you  that  mail  handlers  across  the  country  consider  you  to  be  a  great  cham- 
pion, and  of  most  importance,  a  champion  who  usually  has  been  in  the  right  comer. 

Thank  you  again.  I  will  be  glad  to  answer  any  questions  you  may  have. 

Mr.  Sawyer.  Thank  you  for  your  testimony,  for  your  kind  com- 
ments that  you  directed  to  the  chairman. 

It  has  been  the  leadership  of  the  chair  and  the  ranking  minority 
members  over  the  years  that  have  made  this  possible. 

Ms.  Readinger,  I  notice  that  your  testimony  is  thorough  and  we 
appreciate  that.  I  would  invite  to  you  summarize  it  where  possible. 

Thank  you. 

Ms.  Readinger.  Mr.  Chairman,  members  of  the  distinguished 
committee,  good  morning. 

I  am  Michelle  Readinger  and  I  serve  on  the  executive  board  of 
the  Fraternal  Order  of  Police,  National  Labor  Council,  and  Postal 
Police  Union. 

I  am  a  postal  police  officer  and  I  work  in  the  south  Bronx  of  New 
York.  Today  I  speak  to  you  on  behalf  of  our  national  president,  Jim 
Christi,  who  could  not  be  here  and  also  for  1,150  law  enforcement 
professionals  who  comprise  the  postal  police  force. 

We  appreciate  the  opportunity  to  appear  again  before  you  to  dis- 
cuss matters  of  mutual  concern. 
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This  series  of  committee  hearings  has  been  focused  on  what  var- 
ious stakeholders  see  as  the  future  and  direction  of  the  U.S.  Postal 
Service.  The  scope  of  our  particular  expertise  is  limited  to  issues 
involving  law  enforcement,  specifically  the  security  and  protection 
of  postal  employees,  customers,  the  U.S.  mail,  and  postal  property. 

We,  the  postal  police  officers,  are  sworn  to  perform  these  protec- 
tive duties.  It  is  an  ability  that  is  all  too  frequently  impeded  by  the 
hostile  nature  of  labor/management  relations. 

Mr.  Chairman,  members  of  this  committee,  let  me  try  to  put  the 
scope  of  our  union  into  perspective  for  you. 

While  we  may  be  the  smallest  union  present  at  this  witness  table 
today,  we  have  the  largest  mandate,  that  is  to  protect  each  and 
every  member  of  every  other  union  represented  here  today. 

Just  as  important,  let  me  underscore  that  even  though  we  are 
under  the  formal  umbrella  of  the  Postal  Inspection  Service,  we  are 
not  nor  do  we  wish  to  be  considered  postal  inspectors.  Unlike  postal 
inspectors,  we  are  not  accountants,  auditors,  or  investigators  who 
show  up  after  the  crime  is  committed  and  the  scene  is  secured. 

Our  job  is  crime  prevention  and  criminal  apprehension.  We  put 
our  lives  on  the  line  every  day.  While  postal  inspectors  work  in  the 
relative  safety  of  their  offices,  we  work  the  streets.  Work-related 
episodes  of  violence  against  postal  employees  have  risen  dramati- 
cally in  the  past  few  years. 

The  Postal  Service  and  the  Inspection  Service  have  told  this  com- 
mittee that  curbing  violence  is  their  highest  priority.  Postal  police 
officers  have  every  reason  to  doubt  their  sincerity.  In  fact,  it  is  eco- 
nomic considerations  and  not  employee  safety  that  drives  manage- 
ment's decisions. 

Our  formal  written  remarks  comprise  a  lengthy  document  that 
we  respectfully  request  you  review  thoroughly.  Contained  therein 
are  specific  and  serious  charges  against  the  Postal  Service. 

They  include:  The  consistent  refusal  the  Postal  Service  to  prop- 
erly deploy  postal  police  officers  for  the  protection  of  its  employees 
as  Congress  originally  intended;  campaigns  initiated  by  the  Postal 
Service  to  undermine  efforts  of  the  postal  police  officers  which  re- 
sulted in  the  exacerbation  of  crime  directed  at  postal  employees; 
union-busting  efforts  which  have  contributed  to  the  needless  expo- 
sure of  employees  and  customers  to  random  acts  of  violence;  and 
an  inflated  and  inaccurate  depiction  of  their  efforts  in  crime  pre- 
vention in  their  dealings  with  the  Postal  Police  Union. 

Mr.  Chairman,  and  members  of  this  committee,  we  have  docu- 
mentation to  support  these  charges  and  we  will  be  happy  to  pro- 
vide it  at  your  request. 

All  of  us  here  are  far  too  familiar  with  the  numerous  stories  of 
violence  and  its  impact  on  Postal  Service  employees,  but  today  one 
more  story  needs  to  be  told.  Between  September  1992  and  January 
1993,  at  least  eight  armed  robberies  occurred  in  the  Bronx,  New 
York. 

These  incidents  occurred  after  postal  police  were  abruptly  or- 
dered to  stop  escorting  carriers  with  daily  revenues.  Subsequent  to 
the  shooting  of  one  such  carrier,  several  robberies  have  occurred, 
one  of  these  robberies  was  fatal. 

Between  October  and  December  1992,  Guillermo  Gonzalez  re- 
ported four  separate  occasions  in  which  he  was  being  stalked  on  his 


382 

route.  Mr.  Gk)nzalez  described  the  suspects,  the  vehicle  they  were 
using,  and  its  Ucense  plate  number.  Despite  the  increased  activity 
of  major  crime  during  this  time  period  and  despite  Mr.  Gonzalez' 
reports,  the  Inspection  Service  didn't  order  the  postal  police  to  re- 
sume the  protective  escorts. 

On  January  21,  1993,  Mr.  Gonzalez  was  kidnapped  from  his 
route  in  the  Bronx,  his  truck  was  discovered  in  a  wooded  area  of 
New  Jersey,  and  Mr.  Gonzalez  was  found  face  down  on  the  floor 
of  his  truck,  a  bullet  wound  through  his  head. 

Mr.  Chairman,  and  Members  of  the  committee,  today  we  attempt 
to  bring  you  close  to  the  pain  and  fear  suffered  by  Guillermo  Gon- 
zalez who  was  so  senselessly  and  needlessly  murdered  on  that  trag- 
ic night,  a  victim  of  what  we  believe  was  gross  negligence  on  the 
part  of  Postal  Inspection  Service. 

Since  his  death  not  one  postal  official  has  been  called  upon  to  ex- 
plain the  behavior  of  the  Inspection  Service.  This  silence  is  perhaps 
the  greatest  tragedy  of  all.  We  say  today  that  we  have  had  enough. 
Enough  double  talk,  enough  public  deception  and  enough  silence  to 
last  a  lifetime.  Guillermo  Gonzalez  did  not  have  enough  time  to 
survive  the  wanton  negligence  of  the  Postal  Service. 

Today  we  are  his  voice.  On  his  behalf,  we  present  to  you  over 
4,000  signatures  of  postal  employees  and  patrons  petitioning  that 
a  hearing  be  opened  in  this  committee  into  Mr.  Gonzalez'  death 
and  why  it  was  allowed  to  happen. 

Mr.  Chairman,  members  of  the  committee,  the  postal  police  are 
grateful  for  the  interest  that  you  have  shown  in  matters  that  are 
so  important  to  us  and  to  those  who  hold  life  sacred. 

We  look  forward  to  continuing  our  work  with  you.  I  thank  you 
for  your  attention  and  the  time  you  allowed  us,  and  I  would  be 
happy  to  respond  to  any  questions  that  you  may  have. 

Thank  you. 

[The  prepared  statement  of  Ms.  Readinger  follows:] 

Prepared  Statement  of  Michelle  Readinger,  Postal  Pouce,  Fraternal  Order 
OF  Police,  National  Labor  Council  and  Postal  Police  Union 

Good  morning  Chairman  Clay.  My  name  is  Michelle  Readinger,  and  I  serve  on 
the  Executive  Board  for  the  Fraternal  Order  of  PoUce,  National  Labor  Council,  Post- 
al Police  Union. 

I  am  speaking  today  on  behalf  of  our  National  President,  Jim  Christie,  who  could 
not  be  here  at  this  time,  and  for  the  approximately  1,150  law  enforcement  profes- 
sionals who  comprise  the  Postal  Police.  We  very  much  appreciate  the  opportunity 
to  appear  again  before  this  Committee  to  discuss  issues  of  mutual  concern. 

The  focus  of  this  series  of  hearings  by  this  Commission  has  been  on  what  direc- 
tion the  various  stakeholders  see  the  United  States  Postal  Service  (USPS)  taking 
for  the  future.  The  scope  of  our  particular  expertise  is  issues  involving  law  enforce- 
ment; specifically,  the  security  of  postal  personnel,  customers,  the  mail  and  postal 
facilities.  Directly  related  to  our  mandate  in  these  areas  is  ovu-  collective  ability  to 
perform  our  sworn  duties — an  ability  that  is  frequently  jeopardized  by  the  hostile 
nature  of  current  labor-management  relations. 

Before  I  begin,  let  me  try  and  put  our  Union  into  some  kind  of  perspective  for 
you,  Mr.  Chairman,  and  the  members  of  this  Committee:  We  may  be  the  smallest 
union  present  today  at  this  witness  table  in  terms  of  actual,  number,  but  we  have 
the  largest  mandate — namely,  the  protection  of  all  the  members  of  the  other  unions 
represented  here  today. 

Just  as  important,  Mr.  Chairman  and  while  we  are  under  the  formal  umbreUa 
of  the  Postal  Inspection  Service  in  the  USPS  organizational  charts,  let  me  under- 
score that  we  are  not,  nor  do  we  wish  to  be,  considered  "Postal  Inspectors."  0\ir 
members  are  concerned  with  crime  prevention  and  apprehension,  not  investigations. 
Our  members  are  not  accountants  or  auditors  or  investigators  who  show  up  after 
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the  crime  is  committed  and  the  scene  secure — we  are  the  ones  whose  job  it  is  to 
place  our  lives  in  jeopardy  to  deter  crime.  While  the  Inspectors  work  from  the  rel- 
ative safety  of  their  offices  in  central  facilities,  our  members  work  the  streets.  Be- 
cause of  this,  we  feel  that  our  perspective  of  workplace  violence  and  security  is  par- 
ticvilarly  important. 

The  U.S.  Postal  Service  and  its  Inspection  Service  have  told  this  Committee  that 
curbing  workplace  violence  and  assaults  on  postal  personnel  are  among  its  highest 
priorities  for  redress.  As  representatives  of  those  charged  with  providing  security, 
we  have  reason  to  doubt  their  sincerity.  In  fact,  it  has  been  our  experience  that  eco- 
nomic considerations  usually  drive  management  decisions  about  security  pre- 
cautions. 

An  illustration  of  this  took  place  in  March  of  this  year  in  Queens,  NY,  when  three 
different  post  officers  were  robbed  at  gunpoint  in  five  days.  During  one  of  these  inci- 
dents, a  postal  worker  was  pistol-wlupped  and  knocked  unconscious.  Postal  Police 
management  in  Queens  had  advised  the  Union  that  the  investigations  into  these 
robberies  were  being  conducted  by  the  New  York  City  Police  Department — not  the 
Inspection  Service.  After  these  incidents,  an  article  appeared  in  the  March  31  New 
York  Daily  News,  in  which  Queens  American  Postal  Workers  Union  local  President 
Ron  Suslek  facihty  demanded  that  Postal  PoUce  be  deployed  to  all  stations  in 
Queens.  In  response  to  this.  Inspector  Michael  Kmetz  replied  to  the  Daily  News  that 
deploying  Postal  Police  was  not  the  answer.  Inspector  l6netz  stated  that  postal  em- 
ployees should  "make  sure  anyone  answering  the  door  knows  who's  on  the  other 
side."  In  a  Federal  Times  article  on  April  25,  1994,  Postal  Inspection  Service  offi- 
cials in  Washington,  DC,  stated  that  "No  permanent  deployment  of  the  officers  was 
contemplated." 

On  May  6,  1994,  the  Harvard  Square  Post  Office  in  Massachusetts  was  robbed 
of  stamps  from  its  Convenience  Center  twice  in  two  separate  incidents.  In  both  in- 
stances, the  postal  manager  was  assaulted  and  threatened  with  a  knife.  Prior  to 
these  episodes,  this  manager  had  pleaded  repeatedly  for  a  Postal  Police  presence. 
These  requests  were  essentially  denied  by  postal  management. 

Aff«r  the  incidents  of  May  6  at  Harvard  Square,  the  Inspection  Service  finally  as- 
signed Postal  Police  officers  to  Harvard  Square,  but  only  after  pressuring  postal 
management  to  pay  for  the  overtime  costs.  Upon  being  assigned  to  Harvard  Square, 
Postal  Police  were  ordered  to  make  no  arrests.  Any  criminal  perpetrators  were  to 
be  detained  and  turned  over  to  the  local  Cambridge  PoUce  Department  for  arrest 
and  processing.  This  was  done  to  avoid  any  overtime  costs  by  the  Inspection  Service. 

In  the  early  months  of  1994,  an  Inspection  Service  document  surfaced  that  called 
for  the  strict  curtailment,  if  not  the  complete  elimination,  of  overtime  for  Postal  Po- 
lice officers.  It  was  indicated  that  if  overtime  continued  at  the  rate  it  had  in  1993, 
the  Inspection  Service  would  not  be  able  to  hire  more  postal  inspectors.  Since  that 
time,  the  New  York  City  Postal  Service  has  been  made  to  pick  up  the  tab  for  postal 
police  overtime  incurred  during  remittance  collections.  The  Inspection  Service  has 
refused  to  pay  for  that  overtime  fixtm  its  own  budget. 

While  the  FOP  certainly  recognizes  the  need  to  exercise  fiscal  restraint,  it  strikes 
us — as  professional  law  enforcement  officers — as  being  fairly  non-sensical  to  base  se- 
curity decisions  strictly  on  what  they  cost  to  implement;  especially  since  the  cost  of 
not  implementing  them  has  proved  so  great. 

The  FOP  is  not  the  only  union  with  members  that  are  concerned  about  this  vir- 
tual tidal  wave  of  lawlessness  that  plagues  the  Postal  Service.  Many  members  fi-om 
those  unions  sitting  at  this  witness  table  today  with  me  are  literally  begging  for  en- 
hanced Postal  Police  intervention  at  their  places  of  work  and  along  their  carrier 
routes.  Thus  far,  those  pleas  for  help  have  largely  been  ignored. 

On  April  11,  1994,  the  Raleigh  Post  Office,  a  facility  approximately  thirty  minutes 
from  Boston,  was  put  on  a  high  state  of  alert,  after  a  caller  to  a  local  TV  news  sta- 
tion threatened  to  go  there  and  "blow  everyone  away."  The  TV  station  contacted  the 
Postal  Police,  who  notified  postal  inspectors.  On  April  12,  the  Raleigh  Police  Depart- 
ment was  pressed  into  service  at  Raleigh  Post  Office  to  protect  employees,  while  the 
Postal  Police  assigned  to  Boston  remained  oblivious  to  the  situation.  Once  again,  the 
Inspection  Service  refused  to  incur  overtime  costs  for  Postal  Police.  A  Postal  Police 
union  official  called  the  Raleigh  Post  Office  a  few  days  later  to  investigate.  The  sta- 
tion manager  refused  to  speak  to  the  officer,  stating  that  she  had  been  instructed 
by  postal  inspectors  not  to  answer  any  questions  or  divulge  any  information  to  the 
union. 

On  March  5,  1994,  in  Bronx,  NY,  a  letter  carrier  was  shot  in  the  arm  and  stomach 
while  delivering  mail  in  an  apartment  building  on  his  route.  At  least  five  known 
armed  robberies  have  occiured  in  Queens,  NY,  in  the  past  five  months.  On  or  about 
January  10,  1994,  an  armed  robbery  attempt  involving  several  gunmen  was  thwart- 
ed only  moments  before  it  was  to  take  place  at  the  Staten  Island  Main  Post  Office, 
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Staten  Island,  NY.  In  February  1993,  the  Staten  Island  facility  was  held  up  by  gun- 
men who  escaped  with  $500,000.  Mail  theft  from  jeeps  containing  mail  for  delivery 
have  risen  dramatically  on  Staten  Island  during  1993.  The  Staten  Island  postal 
unions  have  cried  out  for  Postal  Police  protection.  On  March  22,  1994,  Postal  Pohce 
union  officials  and  representatives  of  other  postal  unions  met  with  Congresswoman 
Susan  MoUnari's  staff  to  discuss  ways  to  help  estabhsh  a  permanent  postal  pohce 
presence  in  the  borough.  To  date,  no  progress  has  been  made  in  this  endeavor. 

A  string  of  nine  armed  robberies  occurred  in  Newark,  NJ,  between  August  1992 
and  January  1993.  On  March  2  and  March  8  of  this  year,  letter  carriers  were  robbed 
at  gunpoint  in  apartment  buildings  on  their  routes  to  Newark.  On  March  21,  a  post- 
al driver  was  robbed  at  gunpoint  on  the  rear  platform  at  Bergen  Station  in  Jersey 
City.  On  April  13,  a  carrier  was  robbed  at  gunpoint  at  Woodbridge  Station.  The  next 
day,  a  patron  was  stabbed  in  the  lobby  of  the  CUnton  Hill  Station  in  Newark,  NJ. 
The  suspect  was  apprehended  twenty  minutes  later  by  Postal  PoUce  officers.  On 
April  29,  a  private  security  guard,  hired  at  the  Paterson  Main  Post  Office  after 
years  of  futile  attempts  to  have  Postal  PoUce  assigned  there,  was  assaulted.  Postal 
Police  had  to  respona  and  assist  the  guard. 

Generally  speaking,  muggings,  assaults  and  robberies  of  postal  workers  in  New- 
ark have  risen  so  dramatically  since  last  year  that  the  North  Jersey  Area  Local 
American  Postal  Workers  Union  began  circulating  petitions  in  April  1994,  to  New- 
ark Mayor  Sharpe  James  and  the  Newark  City  Council,  demanding  police  protection 
for  postal  employees.  „  ^      .       .     ^ 

Similarly,  in  April  1994,  postal  union  officials  from  Linden  Hill  Station  in  Queens, 
NY,  petitioned  the  New  York  City  PoUce  Department  for  protection  of  postal  work- 
ers. Postal  workers  in  every  town  and  city  face  a  similar,  frightening  dilemma.  In 
April,  1994,  ABC  TVs  show  "20/20"  aired  a  segment  showcasing  the  escalating  vio- 
lence being  perpetrated  against  postal  workers  in  San  Diego,  Los  Angeles  and  Chi- 
cago. 

According  to  a  New  York  Newsday  report  on  May  1,  1994,  several  attacks  on  let- 
ter carriers  have  occurred  in  the  Brownsville  section  of  Brooklyn,  NY,  oyer  the  past 
eighteen  months.  One  carrier  was  pistol-whipped  inside  an  apartment  building,  then 
beaten.  A  female  carrier  was  held  oy  an  attacker  while  another  assailant  pummeled 
her.  Another  carrier  was  attacked  by  three  armed  men  in  ski  masks.  In  nearby  Bed- 
ford Stuyvesant,  another  Brooklyn  neighborhood,  a  carrier  was  shot  in  the  leg  dur- 
ing a  robbery.  In  this  article.  Postal  Inspector  Michael  Kmetz  is  quoted  as  stating 
that  there  have  been  twenty-six  assaults  against  carriers  in  New  York  City  in  the 
past  six  months.  According  to  Brooklyn  Postmaster  Robert  Danuk,  at  least  six  letter 
carriers  have  been  held  up  at  gunpoint  and  robbed  recently  in  the  Brooklyn  bor- 

In  this  same  article,  Letter  Carrier  Geri  Jordan  stated  that  she  pulls  mail  from 
collection  boxes  and  finds  crack  vials  among  the  mail.  She  told  Newsday  that  she 
puts  them  all  back  in  the  mail  box  because  she  is  fearfiil  that  someone  will  come 
after  her  for  taking  their  crack  stash.  Carriers  interviewed  by  Newsday  stated  that 
they  did  not  feel  that  enough  was  being  done  to  guarantee  their  safety. 

The  Committee  should  be  aware  that  the  only  way  the  Postal  Police  learned  of 
these  assaults  was  by  reading  the  local  newspaper.  Although  Postal  PoUce  are  in 
the  streets  each  day  on  mobile  patrol,  our  officers  were  not  dispatched  to  the  scenes 
of  these  incidents.  Postal  Inspectors  refuse  to  deploy  Postal  PoUce  despite  the  fact 
that  our  officers  provide  the  fastest  response  time  due  to  their  proximity  to  the 
crime  sites.  The  Inspection  Service  has  gone  to  great  lengths  to  instruct  every  sta- 
tion manager  and  employee  to  call  "911"  and  then  Postal  Inspectors  in  case  of  an 
emergency.  Managers  and  employees  were  strictly  advised  not  to  caU  the  Postal  Po- 
lice. 

Clearly,  postal  personnel  have  great  reason  to  fear  for  their  safety.  Frankly  speak- 
ing, as  one  who  is  charged  with  protecting  them,  I  beUeve  their  worries  to  be  legiti- 
mate and  ones  that  I  share  with  them. 

The  Postal  Service  would  Uke  to  have  this  Committee  heUeve  that  its  Inspection 
Service  is  a  viable  law  enforcement  deterrent.  In  theory,  this  should  be  true.  How- 
ever, the  Inspection  Service  concerns  itself  with  investigations  of  criminal  activity 
largely  after  the  iUegal  activities  have  been  completed.  The  emphasis  among  the  in- 
spectors is  not  preventing  crime  from  occurring  or  making  "street"  arrests.  In  fact, 
experience  suggests  that  when  the  Inspectors  try  to  perform  the  duties  usuaUy  un- 
dertaken by  Postal  PoUce  officers,  things  do  not  usually  go  weU. 

On  or  about  May  5,  1994,  a  Postal  PoUce  officer  arrested  an  individual  in  Brook- 
lyn, NY,  after  he  came  to  the  Bushwick  Finance  facUity  and  threatened  to  come 
back  with  a  gun  and  kill  postal  employees  there.  This  individual  also  had  a  prior 
outstanding  arrest  warrant.  Postal  inspectors  were  caUed,  and  inspectors  tried  to 
turn  the  individual  over  to  local  poUce.  Local  poUce  refused  to  take  the  arrest,  and 
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so  postal  inspectors  ordered  that  the  individual  be  released.  Postal  poUce  report  that 
the  Brooklyn  Postmaster  is  infuriated  over  this  incident.  When  letter  carrier  Thom- 
as Grow  of  Spokane,  WA,  in  March  of  this  year  threatened  to  kill  a  postal  inspector 
and  other  postal  workers,  the  individual  had  to  be  arrested  by  inspectors  and  proc- 
essed under  federal  statute.  I  would  draw  the  Committee's  attention  to  the  dichot- 
omy of  how  these  two  incidents  were  handled:  When  Postal  Service  employees  are 
threatened,  no  arrest  is  made;  when  Inspectors  are  threatened,  arrest  quickly  fol- 
lows. 

Despite  this  problem  of  the  Inspectors  not  being  always  able  to  perform  tradi- 
tional police  functions,  the  Service  continues  to  under-utilize  the  Postal  Police,  fre- 
quently to  the  detriment  of  postal  personnel.  Witness  the  example  of  Guillermo  Gon- 
zalez. 

Between  the  months  of  September,  1992,  and  January,  1993,  at  least  eight  armed 
robberies  took  place  in  the  Bronx.  All  occurred  after  Postal  PoUce  were  pulled  from 
carrier/remittance  protection  without  notice  and  without  reason.  On  January  21, 
1993,  carrier  Guillermo  Gonzalez  was  kidnapped  from  his  route  in  the  Bronx,  and 
found  in  his  postal  vehicle  in  Ft.  Lee,  NJ.  Mr.  Gonzalez  was  shot  through  the  head 
and  was  pronounced  dead  at  the  scene.  Since  Mr.  Gonzalez'  death,  not  one  postal 
official  or  Inspection  Service  official  has  been  brought  to  task  for  this  avoidable  trag- 
edy. 

In  light  of  this,  postal  police  officers  and  Ms.  Wanda  Cartagena,  surviving  partner 
of  Mr.  Gonzalez,  have  collected  more  than  4,000  signatures  on  a  petition,  which  we 
present  to  you  today.  This  petition  reauests  that  this  Committee  hold  a  hearing  that 
will  investigate  the  role  of  the  Postal  Inspection  Service  in  this  matter.  We  stand 
ready  to  present  to  you  verbal  and  written  testimony  which  we  beUeve  wiU  clearly 
demonstrate  the  gross  negligence  of  the  Inspection  Service  regarding  this  tragedy. 
On  behalf  of  Ms.  Cartagena  and  our  members,  we  strongly  urge  you  to  hear  our 
plea  and  schedule  a  hearing  soon  before  another  i>ostal  worker  faces  a  similar  fate 
as  that  of  Mr.  Gonzalez. 

The  unfortunate  story  of  GuiUermo  Gonzalez  is  not  an  isolated  incident.  On  Janu- 
ary 14  of  this  year,  a  letter  carrier  was  shot  and  killed  on  his  route  in  Cedar  Rapids, 
lA.  On  March  7  of  this  year,  a  carrier  was  shot  on  his  route  in  Baltimore,  MD.  On 
May  9,  1994,  a  postmaster  in  Dewevville,  TX,  was  shot  during  a  hold-up  at  his  sta- 
tion. On  February  17,  1993,  a  postal  patron  was  shot  in  the  lobby  of  Greeley  Square 
Station  in  Manhattan  diuing  an  armed  robbery.  Postal  employees  petitioned  New 
York  City  Postmaster  Sylvester  Black,  and  the  local  Postal  Police  union,  to  have  a 
permanent  Postal  Police  presence  in  their  station.  The  February  17  attack  was  the 
second  such  incident  in  a  year  at  this  facility. 

It  is  abundantly  clear  that  the  safety  of'^the  letter  carrier,  the  postal  clerk  and 
the  US  Mails  is  no  longer  guaranteed.  It  is  "open  season,"  and  postal  workers  are 
fair  game.  There  are  hundreds  of  other  examples  such  as  these  across  the  country 
and  they  take  place  every  day  in  the  communities  each  of  the  members  of  this  Com- 
mittee represent. 

Despite  this  escalating  violence,  the  Postal  Police  find  themselves  systematically 
under-utilized.  After  November  1984,  the  Inspection  Service  eliminated  Postal  Police 
forces  from  four  cities  in  the  United  States  (Tulsa,  OK;  Norfolk,  VA;  Des  Moines, 
LA;  and  Scranton,  PA).  Since  October  1987,  the  Inspection  Service  has  eliminated 
Postal  Police  forces  from  another  fifteen  urban  areas  (Gary,  IN;  Indianapolis,  IN; 
St.  Paul,  MN;  Milwaukee,  WI;  Kansas  City,  MI;  Topeka,  KS;  Richmond,  VA;  Syra- 
cuse, NY;  Rochester,  NY;  Westchester,  NY:  Tulsa,  OK;  Greensboro,  NC;  New  Haven, 
CT;  Providence,  Rl;  and  Springfield,  MA). 

Some  of  these  areas  now  have  contracted  security  guards  from  the  private  sector, 
many  of  which  are  unarmed.  These  seciuity  guards  have  little  or  no  law  enforce- 
ment training.  The  Postal  Service  has  informed  this  Committee  that  it  is  relying 
on  the  employer  of  these  guards  to  provide  this  training.  Recent  congressional  de- 
bate during  consideration  of  the  omnibus  crime  legislation  underscored  the  poor 
record  that  these  employers  have  established  relative  to  providing  adequate  law  en- 
forcement training.  Simply  put,  these  contract  guards  may  save  the  Service  money, 
but  they  are  likely  to  get  themselves  and  others  hurt  in  the  event  they  confront  a 
serious  criminal  situation.  Some  installations  utilize  posted  mailhandlers,  who  are 
not  armed,  and  who  have  no  police  authority  or  training.  Many  of  these 
mailhandlers  are  given  security  assignments  when  they  are  in  light-duty  capacity. 

The  Inspection  Service  maintains  that  government  auditors  have  no  law  enforce- 
ment authority;  well,  neither  do  private  sectirity  guards  or  mailhandlers.  Further, 
private  security  guards  are  not  sworn  and  have  no  statutory  authority  to  effect  ar- 
rests or  enforce  postal  laws,  rules  and  regulations  while  on  postal  property. 

The  Inspection  Service  repeatedly  states  that  audit  inspectors  provide  more  inves- 
tigators to  respond  to  violence,  and  that  their  presence  in  postal  installations  en- 
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hances  security.  By  the  same  token,  the  Inspection  Service  would  have  this  Commit- 
tee believe  that  having  Postal  Police  officers  in  postal  installations  is  not  necessary 
for  security.  On  March  23,  1994,  the  Inspector  Service  issued  a  document  which 
stated  that  deploying  more  Postal  Police  officers  is  neither  an  efficient  nor  effective 
way  to  protect  employees  and  customers.  The  Committee  should  be  aware  that  in 
installations  where  Postal  Police  officers  are  properly  deployed,  not  one  shooting  has 
occurred  and  other  violent  eruptions  have  been  safety  contained. 

The  Inspector  Service  states  that  it  has  begun  working  more  closely  with  cus- 
tomers to  improve  postal  service.  This  statement  would  be  laughable  if  the  inept- 
ness  of  the  Postal  Service's  efforts  were  not  so  pathetic.  Let  me  illustrate. 

In  November  1993,  private  citizen  Mordechai  Twersky  was  quoted  in  the  Daily 
News  to  the  effect  that  he  was  forming  a  private  "Citizens  Mail  Watch  Patrol"  in 
the  Pelham  Parkway  section  of  the  Bronx,  NY.  Postal  Police  union  officials  became 
concerned  and  met  with  Mr.  Twersky,  who  advised  us  that  mail  stored  in  street 
relay  boxes  had  been  stolen  from  his  neighborhood  on  the  1st  and  3rd  of  the  month 
("check  days")  for  the  past  four  months.  Mr.  Twersky  further  said  that  he  had  spo- 
ken to  postal  officials  and  inspectors,  but  was  told  by  them  that  nothing  could  be 
done.  He  was  advised  to  call  local  police.  Mr.  Twersky  then  met  with  the  local  police 
to  arrange  added  patrols  on  those  dates  for  his  neighborhood.  He  also  held  a  town 
meeting  and  formed  the  citizens  watch  patrol.  Mr.  Twersky  further  advised  that  he 
was  considering  purchasing  alarms,  and  attaching  them  to  the  storage  boxes. 

The  union  became  highly  concerned  for  the  safety  of  Mr.  Twersky  and  the  Pelham 
Parkway  residents  comprising  the  "Watch  Patrol,"  and  we  advised  Mr.  Twersky  that 
armed  Postal  Police  officers  were  available  to  rectify  these  types  of  mail  thefl  prob- 
lems. Mr.  Twersky  asked  for  our  help,  and  we  returned  to  the  Bronx  postal  police 
management  to  advise  them  of  the  problem  and  to  propose  that  one  mobile  patrol 
with  two  officers  be  present  on  the  1st  and  3rd,  for  approximately  six  hours  each 
day.  The  total  cost  for  this  proposal  would  have  been  $210.00  each  day.  Our  rec- 
ommendations were  denied,  and  management  stated  there  was  nothing  that  could 
be  done  for  Mr.  Twersky.  ...„,,         ^        .  i^m 

Mr.  Twersky  then  notified  the  Inspector  in  Charge  in  New  York,  who  referred  Mr. 
Twersky  to  Inspector  Kmetz.  Inspector  Kmetz  advised  Mr.  Twersky  that  if  a  prob- 
lem developed  he  was  to  call  inspectors  in  Manhattan.  Mr.  Twersky  demanded  Post- 
al Police  protection  for  his  mail.  Inspector  Kmetz  told  him  that  Postal  Police  officers 
have  no  authority  in  the  street,  cannot  make  arrests,  and  are  not  allowed  to  take 
their  guns  home.  He  also  stated  that  the  union  had  an  "axe  to  grind,"  and  that  Mr. 
Twersky  should  not  speak  to  them. 

Frustrated,  Mr.  Twersky  called  Chief  Postal  Inspector  Ken  Hunter,  demanding 
postal  police  patrols.  He  advised  that  he  was  a  journalist,  and  if  something  was  not 
done,  he  would  call  a  national  press  conference.  The  next  day  Inspector  Kmez  vis- 
ited Mr.  Twersky  at  his  home,  and  advised  him  that  postal  inspectors,  not  Postal 
Police  officers,  would  be  out  in  force  on  the  1st  of  December.  On  that  evening,  Mr. 
Twersky  advised  the  union  that  at  least  ten  postal  inspectors  has  been  in  the  area 
in  unmarked  vehicles  with  radios.  During  the  day,  the  inspectors  arranged  to  have 
"bullet"  locks  installed  on  the  four  storage  boxes  that  Mr.  Twersky  reported  has 
been  previously  violated.  No  incidents  occurred,  and  no  arrests  were  made. 

The  total  cost  incurred  by  the  Postal  Service,  and  ultimately  by  the  customer,  for 
this  operation  amounted  to  over  $2,035.00,  plus  $7,500.00  for  the  locks.  When  com- 
paring this  cost  with  that  of  what  our  original  recommendation  for  security  would 
have  been,  it  is  no  wonder  that  Mr.  Runyon  needs  to  raise  stamp  prices  to  get  more 
money.  .  .  . 

The  Postal  Police  also  believe  that  racial  considerations  influence  certain  activities 
within  the  Postal  Service  and  how  management  relates  to  the  Union.  More  impor- 
tantly, we  further  believe  that  race  may  play  a  significant  role  in  how  the  Service 
approaches  violence  and  safety  issues  involving  it  employees. 

A  cursory  review  of  the  employment  profile  for  the  Postal  Police  and  the  Inspec- 
tion Service  is  illustrative  of  this  point  and  perhaps  of  some  interest  to  this  Commit- 
tee. As  best  as  the  Union  has  been  able  to  determine,  the  Inspection  Service  is  com- 
prised of  approximately  83%  white  individuals  and  only  17%  minority.  By  contrast, 
the  Postal  Police  force  is  only  43%  white,  with  the  overwhelming  majority— 57%h— 
minority.!  .   ,        ,.  i     •     ^.u 

Beyond  these  simple  numbers,  race  appears  to  play  an  interesting  role  m  the 
Service  operations.  For  example,  on  May  5,  1994,  Bronx  Borough  President  Fer- 


iThe  union  has  repeatedly  requested  the  Service  to  provide  EEO  data  for  Postal  Police  officers 
and  Postal  Inspectors  from  1973  to  present.  The  Service  has  refused  to  provide  the  Umon  wth 
that  information.  The  Service's  refusal  to  provide  this  data  is  now  the  subject  of  an  Unfair  Labor 
Practic  •-  charge  before  the  National  Labor  Relations  Board. 
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nando  Ferrer  called  a  City  Council  hearing  about  the  mail  delivery  problems  in  the 
Bronx.  Congressman  Jose  Serrano  and  Congresswoman  Nita  Lowey,  among  others, 
attended.  No  representative  from  the  Postal  Service  attended,  even  though  the 
Bronx  Postmaster  was  advised  of  the  hearing.  The  Council  then  contacted  the  Post- 
master General  to  lodge  a  formal  complaint.  We  beUeve  that  one  major  reason  mail 
is  not  being  delivered  is  because  it  is  being  routinely  and  rampantly  stolen  in  this 
Borough,  which  has  a  high  level  of  low-income  residents  and  welfare  recipients.  It 
is  the  Union's  observation  that  economically  depressed  areas  of  New  York  City  are 
routinely  ignored  by  the  Inspection  Service,  where  efforts  to  prevent  crime  and  mail 
theft  are  nearly  non-existent. 

The  Union  believes  that  this  type  of  negUgence,  perhaps  racial  in  nature,  contrib- 
uted in  part  to  the  murder  of  Guillermo  Gonzalez.  Bronx  postal  workers  are  largely 
from  minority  groups.  They  receive  the  least  amount  of  protection.  Eighty-five  per- 
cent of  Postal  PoUce  officers  in  the  Bronx  are  from  minority  groups.  However,  the 
Bronx  Postal  Police  force  has  the  lowest  number  of  officers  in  all  of  New  York  City 
despite  having  the  highest  number  of  crime  incidents  per  capita  compared  to  any 
other  borough.  Only  nineteen  officers  are  assigned  by  the  Inspection  Service  to  pro- 
tect and  serve  over  two  million  residents  throughout  the  Bronx,  with  only  three  ve- 
hicles provided  to  them  to  do  so.  While  mobile  station  patrols  are  being  conducted 
daily  in  Brooklyn,  Queens  and  Manhattan,  such  patrols  are  seldom  conducted  in  the 
Bronx.  In  fact,  officers  are  assigned  on  a  daily  basis  to  work  in  Queens,  sometimes 
essentially  depleting  the  Bronx  resources  and  sacrificing  the  safety  of  operations 
there. 

The  Postal  Police  also  contend  that  racial  factors  play  a  role  in  the  composition 
of  the  Inspection  Service  (when  compared  to  the  Postal  Police)  and  in  management 
decisions.  Discipline  issued  to  Postal  Police  officers  is  harsher  than  that  issued  to 
postal  inspectors,  even  when  inspectors  have  committed  crimes.  A  review  of  suspen- 
sions without  pay  and  removals  issued  to  officers  between  September  1992  and  Oc- 
tober 1993,  reveals  that  twentv-eight  actions  were  served  as  follows: 

(1)  Three  suspensions  of  7  days  were  issued  to  white  males,  no  white  males  were 
fired; 

(2)  Four  suspensions  of  14  days  were  issued  to  females,  and  one  female  was  fired; 

(3)  Three  emergency  suspensions,  6  suspensions  of  7  days,  2  suspensions  of  14 
days,  one  suspension  of  30  days,  and  one  indefinite  suspension  were  issued  to  his- 
panic  males,  and  two  hispanic  males  were  fired; 

(4)  One  suspension  of  7  days,  and  three  suspensions  of  14  days  were  issued  to 
black  males,  and  one  black  male  was  fired. 

The  Committee  should  also  be  apprised  of  a  trend  that  has  Inspectors  routinely 
placed  on  paid  administrative  leave,  no  matter  what  the  circvunstances  happen  to 
De.  Conversely,  Postal  Police  officers  are  almost  always  discipUned,  an  investigation 
then  conducted,  and  the  officer  forced  to  gain  back  his/her  pay  through  a  lengthy 
and  expensive  arbitration  process.  Our  officers  are  literally  being  forced  to  prove 
their  innocence  rather  than  the  other  way  around. 

The  number  of  grievances  and  EEO  complaints  against  the  Inspection  Service,  as 
well  as  the  ratio  of  minority  statistics  between  postal  inspectors  and  postal  police 
officers,  clearly  indicates  that  racial  and  gender  problems  exist  within  the  agency. 

The  Postal  Service  also  takes  a  curious  approach  toward  the  security  of  its  em- 
ployees and  facilities.  For  example,  a  "Secvuity  Survey"  completed  by  postal  inspec- 
tors in  1993  surveyed  all  stations  in  the  Bronx.  Inspectors  repeatedly  noted  on  the 
survey  that  they  were  able  to  enter  post  offices  unchallenged  by  employees,  particu- 
larly through  rear  platform  doors.  Inspectors  complained  to  managers,  who  were 
then  instructed  to  hold  talks  with  employees.  The  Union  questions  the  inspectors' 
wisdom  in  advising  unarmed,  untrained  postal  clerks  and  carriers  to  challenge  a 
stranger — especially  if  that  stranger  is  armed,  dangerous  and  intent  on  committing 
a  crime. 

The  Inspection  Service  has  shown  a  pattern  of  selectivity  regarding  the  types  of 
cases  it  chooses  to  investigate.  Cases  pursued  by  inspectors  are  most  often  "high- 
profile",  assured  "winners"  that  wiU  perpetuate  the  service's  highly  flaunted  96% 
conviction  rate.  The  New  York  Division,  for  example,  seized  property  and  contra- 
band in  excess  of  $36  million  during  1992;  all  this  while  carriers  were  being  shot, 
mail  was  being  stolen,  clerks  were  being  robbed,  and  postmasters  and  station  man- 
agers were  pleading  for  protection. 

Recently,  the  Inspection  Service  has  entered  into  the  lucrative  market  of  drug 
stings  and  white  collar  monev  laundering  scams — activities  which  net  millions  of 
dollars  in  fines  and  confiscated  property.  These  activities  have  translated  into  a  self- 
serving,  profitable  business  for  inspectors.  Meanwhile,  Postal  Police  officers  are 
forced  to  work  with  a  twenty-year  old  radio  system  that  won't  transmit  a  call  for 
assistance  from  50th  Street  to  33rd  Street  in  Manhattan. 
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On  May  22,  1992,  postal  inspectors  received  substantial  pay  increases  from  the 
US  Postal  Service,  including  higher  entry-level  salaries,  locality  pay,  foreign  lan- 
guage, retention,  and  relocation  bonuses,  as  well  as  compensation  based  on  the  Ad- 
ministratively Uncontrollable  Overtime  formula  for  federal  agents.  In  1980,  a  postal 
inspector  was  a  "level  13"  postal  employee.  Today  a  postal  inspector  enters  the  job 
as  a  "level  17,"  and  in  four  years  attains  top  step  pay  and  bonuses  topping  at  "level 
22,"  and  beyond. 

Postal  inspectors  received  the  retirement  incentive  pay  last  year,  offered  as  in- 
ducement by  the  Postal  Service  to  help  trim  middle  management.  Despite  this  in- 
centive, which  inspectors  are  being  hired,  at  far  greater  entry-level  salaries  than 
ever  before.  Postal  Police  officers  were  declared  ineligible  for  tJie  retirement  incen- 
tive package  offered  to  all  other  postal  employees  and  inspectors.  Officers  were  told 
they  were  classified  as  "essential  personnel,"  thereby  eliminating  them  from  being 
eligible  for  in  the  incentive. 

In  direct  contrast  to  the  replenishment  of  the  postal  inspectors  ranks.  Postal  Po- 
lice are  at  their  lowest  numbers  in  history.  At  their  peak.  Postal  Police  numbered 
nearly  3,000  officers.  Today  there  are  fewer  than  1,400.  In  New  York  City,  for  exam- 
ple, in  accordance  with  the  staffing  formula  devised  by  the  Inspection  Service,  Post- 
al Police  are  understaffed  by  more  than  300  positions.  The  Inspection  Service  ten- 
tatively will  hire  48  new  officers  for  the  New  York  Division  in  July  1994;  however, 
the  complement  of  officers  remains  well  below  the  numbers  needed  to  perform  the 
work  that  is  required,  and  to  perform  it  safely.  This  fact  is  true  at  virtually  every 
postal  facility  throughout  the  country. 

This  very  moment,  postal  police  officers  can  begin  performing  true  police  func- 
tions. All  that  is  needed  is  the  formal  directive  to  do  so  by  the  Postmaster  General. 
Contrary  to  the  statements  made  by  Inspector  Kmetz  to  Mr.  Twersky  in  New  York, 
Postal  Police  do  have  authority  when  off  postal  property.  Such  authority  is  derived 
from  the  Public  Law  92-351,  which  contains  language  that  has  been  carried  in 
every  general  appropriations  bill  for  the  Service  since  that  time  through  this  current 
fiscal  year. 

During  the  week  of  April  11,  1994,  during  labor-management  negotiations,  the 
Union  was  repeatedly  advised  by  postal  labor  relations  personnel  that  the  "boss" 
(Runyon)  was  not  in  the  market  for  a  police  force;  that  the  Postal  Service  is  only 
looking  to  "buy"  security  guards.  The  union  perceives  this  position  as  a  sham  to 
postal  employees  and  customers,  who  are  virtually  screaming  for  protection  that  se- 
curity guards  cannot  provide. 

The  Postal  Police  Union  beUeves  that  the  Inspection  Service  deUberately  under- 
utilizes  the  postal  police  force  for  several  reasons: 

1.  Inspectors  do  not  want  crime  to  be  prevented  as  this  would  result  in  fewer  in- 
vestigations and  less  need  for  them  (inspectors). 

2.  Postal  Police  officers  are  invaluable  to  the  Inspection  Service  for  balancing  its 
minority  group  requirements,  as  the  statistics  mentioned  earlier  indicate. 

3.  The  Postal  Police  are  useful  to  the  Postal  Service  in  performing  the  less  glamor- 
ous though  more  dangerous  aspects  of  law  enforcement  (i.e.,  crime  prevention  and 
confrontation  versus  subsequent  investigation). 

4.  Postal  police  officers  provide  great  arrest  statistics  for  inspectors,  who  then  pro- 
ceed to  take  over  the  high-profile  arrests  with  no  credit  to  the  officers  who  make 
them.  These  arrests  help  to  boost  the  merit  increases  of  inspectors. 

The  Postal  Police  believe  that  both  the  Inspection  Service  and  we  have  a  legiti- 
mate role  to  play  in  providing  law  enforcement  for  the  Service.  However,  in  order 
for  us  to  do  our  job  in  a  professional  manner,  we  firmly  believe  that  the  Postal  Po- 
lice need  to  have  a  degree  of  autonomy  fi-om  the  Inspection  Service.  To  that  end, 
operating  the  Postal  Police  more  along  the  Unes  of  a  modem  day  police  department 
with  separate  budget  authority  and  chains-of-command  could  well  begin  to  address 
the  problems  we  have  outUned  above. 

The  Postal  Police  officers  could  also  be  an  important  asset  to  the  Postal  Service 
in  the  serving  of  warrants,  protective  duty  assignments,  dynamic  building  entries, 
prisoner  transports,  backup  for  inspectors,  crowd  control,  and  most  importantly,  mo- 
bilized and  escort  protection  for  carriers,  station  clerks  ana  employees,  supervisors 
and  managers,  as  well  as  protection  of  the  Mails 

We  all  know  the  price  of  taking  no  action — the  course  which  the  Service  is  trying 
to  get  this  Committee  to  buy  into.  From  1991  through  February  of  this  year,  there 
were  in  excess  of  17,700  assaults,  threatened  assaults,  miscellaneous  and 
unjacketed  assaults,  and  suicides  involving  postal  personnel  or  property.  Precise  sta- 
tistics are  not  available  to  Postal  Pohce  to  indicate  the  number  of  station  hold-ups, 
mail  theft^s,  postal  police  arrests  and  assaults  against  Postal  Police  officers.  Never- 
theless, based  on  the  facts  and  statistics  in  this  report,  there  is  tittle  argument  to 
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support  the  position  of  the  Service  that  Postal  PoUce  officers  should  not  be  playing 
a  more  vital  role  in  protecting  postal  personnel,  postal  faciUties  and  the  mail  itself. 

Postal  police  strongly  support  the  appointment  of  an  independent  Inspector  Gen- 
eral who  will  oversee  the  operations  of  both  the  Inspection  Service  and  the  Postal 
Police  force.  We  believe  that  the  Inspection  Service  must  be  held  accountable  for  its 
activities  at  all  times.  The  Inspection  Service  has  proven  that  it  can  not  and  must 
not  be  allowed  to  continue  its  status  quo  methods.  The  Cleveland  Drug  Sting,  the 
murder  of  a  confidential  informant  by  inspectors  in  New  York,  the  Guillermo  Gon- 
zalez murder,  countless  National  Labor  Relations  Act  violations,  civil  rights  viola- 
tions, grievances  and  EEO  complaints  as  well  as  hundreds  of  other  incidents  sup- 
port the  conclusion  that  allowing  "business  as  usual"  at  the  Inspection  Service  is 
unacceptable. 

Perhaps  the  great  French  lawyer  and  political  philosopher  Baron  Montesquieu 
said  it  best  in  1752:  'There  is  no  greater  tjTanny  than  that  which  is  practiced  under 
the  guise  of  the  law,  and  in  the  name  of  justice." 


Fraternal  Order  of  Police, 

National  Labor  Council, 
U.S.  Postal  Service  No.  2, 
Morristown,  NJ,  March  18,  1994. 
Hon.  Barbara-Rose  Collins, 
House  of  Representatives. 

Dear  Congresswoman  Collins;  The  US  Postal  Police  Force,  New  York  Division, 
respectfully  submits  to  you  herein  the  signatures  of  more  than  4,000  petitioners. 
These  petitions  request  that  a  Congressional  hearing  be  convened  in  the  matter  of 
what  we  believe  to  be  the  criminal  negligence  of  the  US  Postal  Inspection  Service 
with  regard  to  the  murder  of  postal  worker  Guillermo  Gonzalez,  of  the  Bronx,  NY. 
Mr.  Gonzalez  was  murdered  in  cold  blood  on  January  21,  1993.  Mr.  Gonzalez  filed 
numerous  reports  that  he  was  being  stalked  along  his  route,  and  begged  for  protec- 
tion as  early  as  October,  1992. 

Postal  Police  have  what  we  believe  to  be  abundant  evidence  that  the  US  Postal 
Inspection  Service  acted  negligently  in  the  matter  of  Mr.  Gonzalez.  Sadly,  not  a  sin- 
gle postal  inspection  service  official  has  been  held  accountable  or  responsible  for  this 
tragedy;  one  that  should  have  never  happened,  and  could  have  been  and  should 
have  been  prevented. 

Postal  Police  believe  that  malice  toward  their  union  by  inspection  service  officials 
is  what  led  to  the  murder  of  Mr.  Gonzalez.  We  would  welcome  the  opportunity  to 
present  this  evidence  in  support  of  this  claim.  If,  upon  review,  you  believe  there  is 
sufficient  support  to  warrant  a  hearing,  Postal  PoUce  are  willing  to  provide  formal 
testimony. 

We  beseech  you  to  consider  our  request.  We  thank  you  for  your  attention,  and  for 
any  assistance  you  might  lend  in  this  matter. 
Sincerely, 

Michele  L.  Readinger, 
Area  National  Representative. 


October  18,  1993. 
Hon.  Barbara-Rose  Collins, 
Hon.  Thomas  Swayer, 
House  of  Representatives. 

We,  the  below-signed,  beseech  the  Congress  of  the  United  States  to  open  an  offi- 
cial investigation  into  the  role  of  the  US  Postal  Service  and  the  US  Postal  Inspec- 
tion Service,  in  the  matter  of  the  kidnap  and  murder  of  postal  driver  Guillermo 
Gonzalez.  On  January  21,  1993,  Mr.  Gonzalez,  24  years  old,  of  the  Bronx,  New  York, 
was  found  brutally  murdered  in  his  postal  truck  in  Fort  Lee,  New  Jersey.  Despite 
his  repeated  pleas  for  help,  and  his  official  reports  that  he  was  being  stalked  on  his 
route  while  collecting  postal  service  revenue,  Mr.  Gonzalez  was  provided  no  protec- 
tion. The  facts  in  this  case  have  never  been  brought  to  light.  We  believe  that  you, 
as  we  are,  will  be  appalled  and  outraged  to  learn  the  truth  of  this  matter.  We  ap- 
peal to  you,  as  American  workers  and  students,  that  the  truth  of  this  case  be  re- 
vealed to  the  American  people,  so  that  justice  may  be  served,  and  to  ensure  that 
such  a  needless  tragedy  never  occurs  again  to  a  worker  of  the  federal  government 
of  the  United  States  of  America.  Please  do  not  desert  as  in  our  quest  for  the  truth. 

Thank  you,  Congressman  Sawyer,  and  Congressman  Collins. 
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[Due  to  the  high  cost  of  printing,  the  4,000  signatures  have  been 
retained  in  the  committee's  files.] 
Mr.  Sawyer.  That  was  very  impressive. 

Let  me  just  mention  that  in  previous  testimony  in  previous  hear- 
ings with  the  highest  levels  of  leadership  of  the  Postal  Service  and 
the  Postal  Inspection  Service  before  us,  we  raised  the  kinds  of 
questions  that  you  have.  The  circumstances  surrounding  Mr.  Gon- 
zalez' death,  while  not  the  subject  of  a  specific  hearing,  has  been 
the  subject  of  discussion  before  this  committee. 

We  are  aware  in  the  terms  you  presented  them  of  the  kinds  of 
concerns  which  you  have  expressed  and  want  you  to  know  that 
they  are  shared  widely  across  this  committee. 
Mr.  McG«e. 

Mr.  McGee.  Thank  you,  Mr.  Chairman.  Mr.  Chairman,  and 
members  of  the  committee,  I  am  James  M.  McGree,  national  presi- 
dent of  the  National  Alliance  of  Postal  and  Federal  Employees.  Ac- 
companying me  this  morning  is  our  national  first  vice  president, 
Mr.  Charles  Denson. 

I  thank  you  for  the  opportunity  to  appear  before  you  today  to 
offer  my  views  on  the  current  operations  of  the  Postal  Service  and 
the  future  of  the  Postal  Service,  and  other  related  questions  im- 
pacting service  to  its  customers. 

I  will  first  address  the  issue  of  the  current  operations  of  the  Post- 
al Service  and  its  ability  to  meet  its  service  standards.  I  beheve 
that  the  high  standards  of  service  to  which  the  Postal  Service  has 
always  aspired  has  been  diminished  due,  in  large  part,  to  the  re- 
structuring process  and  the  downsizing  that  occurred  when  Post- 
master General  Runyon  took  the  helm  of  the  Postal  Service. 

The  restructuring  led  to  the  loss  of  large  numbers  of  experienced 
personnel,  some  of  whom  were  not  replaced  and  others  who  were 
replaced  by  inexperienced  workers.  Such  action  was  bound  to  weak- 
en quality  delivery  of  services. 

There  are  budget  constraints  on  managers  that  many  feel  are  un- 
realistic for  them  to  carry  out  their  responsibilities.  To  a  great  ex- 
tent, they  have  had  to  rely  on  overtime  to  try  to  meet  service 
standards. 

The  U.S.  Postal  Service  in  addition  to  having  problems  with  its 
service  standards,  also  has  internal  problems  of  improper  commu- 
nication between  its  employees,  low  morale,  and  managers  and  em- 
ployees who  are  under  a  tremendous  amount  of  stress. 

In  preparing  to  appear  before  this  committee,  the  National  Alli- 
ance interviewed  and  questioned  dozens  of  postal  managers,  post- 
masters, and  craft  employees  in  an  attempt  to  get  opinions  from  a 
wide  variety  of  postal  employees.  Some  of  those  opinions  are  con- 
tained in  this  testimony. 

This  union  believes  that  the  best  way  to  solve  any  probleni  is  to 
face  reality  and  admit  that  the  problem  exists,  and  then  act  in  the 
most  expeditious  manner  to  correct  or  eliminate  that  problem. 

The  problems  that  the  U.S.  Postal  Service  have  are  real,  and 
they  have  been  identified  many  times.  The  pubhc  as  well  as  postal 
employees  are  demanding  a  change. 

Now,  the  U.S.  Postal  Service  seems  to  be  at  the  crossroads  of 
staying  viable  against  mounting  internal  problems  and  continued 
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pressure  from  external  sources,  calling  for  a  more  efficient  Postal 
Service  and  repeal  of  the  private  express  statutes. 

According  to  the  bylaws  of  the  board  of  governors,  the  U.S.  Post- 
al Service  is  operated  as  a  fundamental  service  provided  to  the  peo- 
ple by  the  Government  of  the  United  States,  authorized  by  the 
Constitution,  created  by  an  act  of  Congress,  and  supported  by  the 
people. 

The  Postal  Service  has  as  its  basic  function  its  obligation  to  bind 
the  Nation  together  through  the  correspondence  of  the  people.  It  is 
charged  with  providing  prompt,  reliable,  and  efficient  service 
throughout  the  Nation;  and  its  statutory  charter,  the  Postal  Reor- 
ganization Act  of  August  12,  1970,  Public  Law,  91-375,  clothes  it 
with  extensive  powers  intended  to  enable  it  to  carry  out  its  respon- 
sibilities effectively  and  economically. 

The  Postal  Service's  only  real  source  of  revenue  comes  from  the 
postage  it  charges  mailers  and  postal  patrons.  As  the  cost  of  labor 
and  equipment  goes  up,  postage  must  also  go  up  in  order  to  gen- 
erate revenue  to  cover  the  cost  of  maintaining  current  postal  oper- 
ations. 

It  is  an  undisputed  fact  that  the  cost  of  labor  and  machinery  has 
gone  up  significantly  in  the  last  few  years  and  can  be  expected  to 
continue  to  increase  in  the  future;  therefore,  a  rate  increase  is  war- 
ranted. The  question  is,  is  the  quoted  increase  enough? 

I  would  add  that  before  any  rate  increase  is  instituted,  every  ef- 
fort should  be  made  by  the  U.S.  Postal  Service  to  cut  the  fat  out 
of  the  system  in  order  to  ensure  postal  efficiency  and  a  high  degree 
of  customer  satisfaction. 

There  is  absolutely  no  doubt  that  if  the  U.S.  Postal  Service  is  to 
continue  to  exist  and  provide  prompt,  reliable,  and  efficient  service, 
automation  will  have  to  play  a  major  role  in  that  endeavor.  Auto- 
mation is  something  that  in  one  way  or  another  has  touched  all  our 
lives,  and  it  is  here  to  stay. 

The  Postal  Service  must  proceed  in  this  area  with  all  deliberate 
speed  and  yet  that  speed  must  be  tempered  with  a  degree  of  cau- 
tion. The  automated  equipment  must  be  updated,  efficient,  and 
thoroughly  tested  and  monitored  to  ensure  that  it  does  not  cause 
any  physical  discomfort  to  the  employees  who  will  be  assigned  to 
it. 

When  the  LSM  machines  of  the  1970's  were  placed  in  post  offices 
and  heralded  as  the  beginning  of  automation,  this  was  shown  that 
continuing  working  at  those  machines  could  cause  carpal  tunnel 
syndrome.  Thousands  of  LSM  operators  have  been  treated  for  this 
ailment. 

Also,  it  should  be  pointed  out  that  by  the  time  these  machines 
were  installed  in  post  offices  across  the  country,  they  were  out- 
moded. 

Automation  is  a  necessary  concept  whose  time  has  come.  The 
public  wants  and  deserves  better  mail  service  and  automation  is 
the  key  to  that  service. 

Postmaster  General  selection.  The  general  practice  of  the  board 
of  governors  has  been  to  appoint  the  Postmaster  General.  Those 
appointments  resulted  in  someone  from  outside  of  the  post  office 
being  named  as  Postmaster,  except  on  one  occasion,  to  my  knowl- 
edge. 
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The  one  exception  was  Postmaster  Carlin.  My  point  is  that  it 
would  seem  to  me  that  it  may  be  to  the  Postal  Service's  advantage 
at  the  next  opportunity  to  select  a  qualified  career  employee  from 
within  the  Postal  Service  as  Postmaster  General. 

The  way  the  system  now  operates  is  that  you  have  the  U.S.  Post- 
al Service  being  controlled  by  and  managed  by  people  with  basi- 
cally no  on-the-job  experience. 

As  a  career  postal  employee,  I  have  great  confidence  in  the  U.S. 
Postal  Service's  ability  to  get  through  this  difficult  period  and  live 
up  to  its  great  heritage  of  efficiency  in  processing  and  delivering 
the  mail. 

There  must  be  a  rededication  of  commitment  by  all  postal  em- 
ployees, regardless  of  their  position  and  title,  to  make  the  Postal 
Service  the  most  efficient  agency  in  the  United  States.  The  heads 
of  the  Postal  Service  must  eliminate  all  the  barriers  that  tend  to 
decrease  the  efficiency  of  the  service,  such  as  stress,  dictatorial 
management,  improper  promotion  and  selection,  discrimination, 
and  lack  of  manpower. 

Ten  years  from  now,  the  U.S.  Postal  Service  will  be  different  be- 
cause it  will  be  a  better  and  more  efficient  service.  There  will  be 
several  reasons  for  this.  The  high  character  of  postal  employees, 
automation,  the  need  to  continue  to  have  a  postal  system  of  experi- 
enced personnel  that  can  deliver  mail  to  all  segments  of  the  popu- 
lation, and  finally,  but  not  least,  concerned  Congressmen  and  Con- 
gresswomen  such  as  those  who  compose  this  committee. 

Mr.  Chairman,  that  ends  my  testimony  before  this  committee.  I 
would  like  to  thank  the  committee  for  giving  me  the  opportunity 
to  appear  before  you  today  on  behalf  of  the  National  Alliance  of 
Postal  and  Federal  Employees. 

And  I  welcome  questions  the  committee  may  have. 
[The  prepared  statement  of  Mr.  McGee  follows:] 

Prepared  Statement  of  James  M.  McGee,  President,  National  Alliance  of 
Postal  and  Federal  employees 

Mr.  Chairman  and  members  of  the  Committee,  I  am  James  M.  McGee,  National 
President  of  the  National  Alliance  of  Postal  and  Federal  Employees.  I  thank  you  for 
the  opportunity  to  appear  before  you  today  to  offer  my  views  on  the  current  oper- 
ations of  the  Postal  Service,  the  future  of  the  Postal  Service  and  other  related  ques- 
tions impacting  service  to  is  customers. 

I  will  first  address  the  issue  of  the  current  operations  of  the  Postal  Service  and 
its  ability  to  meet  its  service  standards.  I  believe  that  the  high  standards  of  service 
to  which  the  Postal  Service  has  always  aspired  has  been  diminished  due,  in  large 
part,  to  the  restructvu-ing  process  and  the  downsizing  that  occurred  when  PMG  Run- 
yon  took  the  helm  of  the  Postal  Service.  The  restructuring  led  to  the  loss  of  large 
numbers  of  experienced  personnel,  some  of  whom  were  not  replaced  and  others  who 
were  replaced  by  inexperienced  workers.  Such  action  was  bound  to  weaken  quality 
delivery  of  services.  ,•  x-    r     i.i. 

There  are  budget  constraints  on  Managers  that  many  feel  are  unrealistic  tor  tnem 
to  carry  out  their  responsibilities.  To  a  great  extent,  they  have  had  to  rely  on  over- 
time to  try  to  meet  service  standards.  The  U.S.  Postal  Service  in  addition  to  having 
problems  with  its  service  standards  also  has  internal  problems  of  improper  commu- 
nication between  its  employees,  low  morale  and  managers  and  employees  who  are 
under  a  tremendous  amount  of  stress. 

In  preparing  to  appear  before  this  Committee,  the  National  Alliance  interviewed 
and  questioned  dozens  of  Postal  Managers,  Postmasters  and  Craft  employees  in  an 
attempt  to  get  opinions  from  a  wide  variety  of  postal  employees.  Some  of  those  opin- 
ions are  contained  in  this  testimony. 
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This  union  believes  that  the  best  way  to  solve  any  problem  is  to  face  reality  and 
admit  that  the  problem  exists,  and  then  act  in  the  most  expeditious  manner  to  cor- 
rect or  eliminate  that  problem. 

The  problems  that  the  U.S.  Postal  Service  have  are  real,  and  they  have  been  iden- 
tified many  times.  The  public  as  well  as  postal  employees  are  demanding  a  change. 

Now  the  U.S.  Postal  Service  seems  to  be  at  the  crossroads  of  staying  viable 
against  mounting  internal  problems  and  continued  pressure  fi:x)m  external  sovu-ces, 
calling  for  a  more  efficient  Postal  Service  and  repeal  of  the  private  express  statutes. 

U.S.  POSTAL  SERVICE  OBLIGATIONS 

According  to  the  Bylaws  of  the  Board  of  Governors,  the  U.S.  Postal  Service  is  op- 
erated as  a  fundamental  service  provided  to  the  people  by  the  government  of  the 
United  States,  authorized  by  the  constitution,  created  by  Act  of  Congress,  and  sup- 
ported by  the  people.  The  Postal  Service  has  as  its  basic  function  the  obligation  to 
bind  the  nation  together  through  the  correspondence  of  the  people.  It  is  charged 
with  providing  prompt,  reliable,  and  efficient  service  throughout  the  nation;  and  its 
statutory  charter,  the  Postal  Reorganization  Act  (The  Reorganization  Act)  of  August 
12,  1970,  Pub.  Law.  91-375,  874  Statute  719,  Clothes  it  with  extensive  powers  in- 
tended to  enable  it  to  carry  out  its  responsibility  effectively  and  economically. 

RATE  INCREASE 

The  Postal  Services  only  real  source  of  revenue  comes  from  the  postage  it  charges 
mailers  and  postal  patrons.  As  the  cost  of  labor  and  equipment  goes  up,  postage 
must  also  go  up  in  order  to  generate  revenue  to  cover  the  cost  of  maintaining  cur- 
rent postal  operations.  It  is  a  undisputed  fact,  that  the  cost  of  labor  and  machinery 
has  gone  up  significantly  in  the  last  few  years  and  can  be  expected  to  continue  to 
increase  in  the  future,  therefore,  a  rate  increase  is  warranted.  The  question  is,  is 
the  quoted  increase  enough? 

I  would  add  that  before  any  rate  increase  is  instituted,  every  effort  should  be 
made  by  the  U.S.  Postal  Service  to  cut  the  fat  out  of  the  system,  in  order  to  ensure 
Postal  efficiency  and  a  high  degree  of  customer  satisfaction. 

AUTOMATION 

There  is  absolutely,  no  doubt,  that  if  the  U.S.  Postal  Service  is  to  continue  to  exist 
and  provide  prompt,  reliable  and  efficient  service,  automation  will  have  to  play  a 
major  role  in  that  endeavor.  Automation  is  something  that  in  one  way  or  another 
has  touched  all  our  lives  and  it  is  here  to  stay.  The  Postal  Service  must  proceed 
in  this  area  with  all  deliberate  speed  and  yet  that  speed  must  be  tempered  with 
a  degree  of  caution.  The  automated  eqmpment  must  be  update,  efficient  and  thor- 
oughly tested  and  monitored  to  ensure  that  it  does  no  cause  any  physical  discomfort 
to  the  employees  who  will  be  assigned  to  it. 

When  the  LSM  machines  of  the  seventies  were  placed  in  post  offices  and  heralded 
as  the  beginning  of  automation,  it  was  shown  that  continuing  working  at  those  ma- 
chines could  cause  Carpal  Tunnel  Syndrome  (physical  disability  of  the  wrist).  Hun- 
dreds of  LSM  operators  have  been  treated  for  this  ailment.  Also,  it  should  be  point- 
ed out  that  by  the  time  these  machines  were  installed  in  post  offices  across  the 
country,  they  were  outmoded. 

Automation  is  a  necessary  concept  whose  time  has  come.  The  public  wants  and 
deserves  better  mail  service  and  automation  is  the  key  to  that  service. 

POSTMASTER  GENERAL  SELECTION 

The  general  practice  of  the  Board  of  Governors  has  been  to  appoint  the  Post- 
master General.  Those  appointments  resulted  in  someone  from  outside  of  the  Post 
Office  being  named  as  Postmaster,  except  on  one  occasion  to  my  knowledge.  The  one 
exception  was  Postmaster  CarUn.  My  point  is  that  it  would  seem  to  me  that  it  may 
be  to  the  Postal  Service's  advantage  at  the  next  opportunity  to  select  a  qualified  ca- 
reer employee  from  within  the  Postal  Service  as  Postmaster  General.  The  way  the 
system  now  operates  is  that  you  have  the  U.S.  Postal  Service  being  controlled  and 
managed  by  people  with  basically  no  on  the  job  experience. 

POSTAL  FUTURE 

As  a  caireer  postal  employee,  I  have  great  confidence  in  the  U.S.  Postal  Service's 
ability  to  get  through  this  difficult  period,  and  live  up  to  its  great  heritage  of  effi- 
ciency in  processing  and  dehvering  the  mail. 
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There  must  be  a  rededication  of  commitment  by  all  postal  employees,  regardless 
of  their  position  and  title,  to  make  the  Postal  Service  the  most  efficient  agency  in 
the  United  States.  The  heads  of  the  Postal  Service  must  eUminate  all  the  barriers 
that  tend  to  decrease  the  efficiency  of  the  Service,  such  as  stress,  dictatorial  man- 
agement, improper  promotion  and  selection,  discrimination  and  lack  of  manpower. 

Ten  years  from  now,  the  U.S.  Postal  Service  will  be  different  because  it  will  be 
a  better  and  more  efficient  service.  There  will  be  several  reasons  for  this — the  high 
character  of  postal  employees,  automation,  the  need  to  continue  to  have  a  postal  sys- 
tem of  experienced  personnel  that  can  deliver  mail  to  all  segments  of  the  population 
and  finally,  but  not  least,  concerned  Congressmen  and  women  such  as  those  who 
compose  this  Committee. 

Mr.  Chairman,  that  ends  my  testimony  before  this  Committee.  I  would  Uke  to 
thank  the  Committee  for  giving  me  the  opportunity  to  appear  before  you  today,  on 
behalf  of  the  National  Alliance  of  Postal  and  Federal  Employees. 

Mr.  Sawyer.  Thank  you  all.  Your  testimony  has  been  thoughtful 
and  constructive  and  we  are  grateful  for  it. 

Ms.  Readinger,  in  previous  testimony,  one  of  the  things  that  has 
concerned  me  has  been  the  split  character  of  the  command  struc- 
ture within  the  security  forces  of  the  Postal  Service. 

Could  you  comment  on  whether  or  not  that  creates  difficulties  in 
dealing  with  the  kinds  of  problems  that  you  have  illustrated  in 
substantial  detail  throughout  your  testimony,  and  whether  or  not 
there  are  alternatives  to  the  current  structure  that  you  think  might 
work  better  in  dealing  with  those  problems? 

Ms.  Readinger.  By  split  structure,  do  you  mean  the  inspection 
service  versus  the  post£d  police? 

Mr.  Sawyer.  Yes. 

Ms.  Readinger.  Yes,  this  creates  enormous  problems.  Basically 
the  postal  police  officers  feel  that  they  wear  two  hats,  primarily,  we 
are  in  a  sense  security  guards  to  the  inspection  service  when  they 
w£int  us  to  be. 

And  then  at  the  blink  of  an  eye,  we  have  to  suddenly  become  po- 
lice officers  and  sometimes  even  inspectors.  We  serve  a  number  of 
functions.  Primarily  we  do  a  lot  of  responses  that  inspectors  would 
not  normally  do. 

It  would  be  infrequent  to  find  an  inspector  standing  on  a  post  or 
having  a  protective  carrier  assignment,  for  example. 

And  these  are  very  specific  issues  that  are  geared  to  very  strong 
postal  police-type  of  work.  The  postal  inspector  is  more  in  the  area 
of  investigations.  In  other  words,  once  the  crime  is  committed,  they 
come  in  and  try  to  find  out  who  done  it  and  why. 

There  are  very  different  functions,  perhaps  the  inspection  service 
could  in  some  way  better  improve  its  service  to  the  public  by  trying 
to  understand  that  its  trying  to  run  the  postal  police  force  is  not 
in  the  best  interest  of  either  the  postal  police  or  the  employees. 

Investigators  have  a  very  different  operation.  Postal  police  have 
a  very  unique  operation.  It  would  be  best  to  have,  perhaps,  a  police 
commissioner  or  some  other  more  professional  police-minded  leader 
for  our  force  who  would  be  able  to  take  the  reins  and  steer  us  in 
our  day-to-day  operations. 

Mr.  Sawyer.  Let  me  ask  all  of  you  a  question  about  personnel 
turnover.  This  is  going  to  affect  many  different  arenas  of  endeavor, 
not  just  the  Postal  Service  or  public  employment.  As  we  see  a  de- 
mographic shift  in  the  work  force,  we  are  going  to  lose  an  enor- 
mous amount  of  experienced,  seasoned  talent  throughout  our  soci- 
ety. 
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One  of  the  places  where  we  can  learn  best  with  the  consequences 
of  trying  to  manage  that  transitional  period  is  in  large  public  sector 
employment  situations  like  the  Postal  Service.  Can  you  comment, 
any  of  you,  about  the  kind  of  training  that  is  being  received  in  a 
period  of,  not  just  technological,  but  in  demographic  shift  that  is 
going  on  within  the  Postal  Service? 

I  am  not  sure  that  you  can  separate  them  in  the  current  environ- 
ment. They  both  have  an  effect  on  efficiency  and  thoroughness  of 
service. 

Mr.  Brown.  Mr.  Chairman,  I  think  what  happened  with  the 
Postal  Service  is,  I  think  one  of  my  colleagues  already  testified  to 
the  fact  that  when  the  Postmaster  General  was  talking  about 
downsizing,  he  said  do  it  tomorrow. 

I  think  if  they  could  go  back  and  rethink  it,  and  see  who  to  do 
away  with,  there  was  some  that  went  that  should  have  stayed,  and 
some  that  stayed  that  should  have  went.  They  did  it  too  quick,  and 
I  think  that  if  a  committee  can  think  through  this  and  be  sure  of 
the  ones  that  should  go  and  the  ones  that  should  stay. 

What  has  happened  to  the  rural  letter  carriers?  Some  of  these 
managers,  just  like  as  already  has  been  testified,  was  moved  down 
or  moved  out.  And  a  lot  of  those  people  didn't  know  anything  about 
management  of  a  post  office.  They  had  never  been  there. 

So  what  we  did  is  went  through  a  training  program  with  them. 
In  fact,  I  am  leaving  here  this  afternoon  going  to  Tampa,  FL.  We 
are  training  260  people  down  there  on  the  automation  of  EPS  mail; 
that  is  management  and  craft.  We  are  training  each  other  together 
to  try  to  get  to  the  place  where  the  Postmaster  General  would  like 
us  to  be. 

If  we  don't  come  up  with  some  kind  of  training  like  that,  there 
is  no  future  for  the  Postal  Service.  I  think  that  is  one  reason  why 
we  are  having  situations,  as  we  have,  mail  being  thrown  away, 
mail  being  delayed. 

And  I  believe  that  the  Postal  Service  made  the  biggest  mistake 
when  it  put  customer  service  and  mail  processing  under  two  hats. 
They  have  got  to  be  under  one.  If  they  don't,  it  won't  never  work. 
Somebody  has  got  to  answer  to  somebody. 

And  as  long  as  say  I  was  a  plant  manager,  as  long  as  I  kept  my 
shop  clean,  I  wouldn't  care  how  I  kept  it.  I  would  not  care  what 
it  did  do  customer  service.  We  have  to  work  together  and  under- 
stand that  what  one  does  affects  the  other. 

If  we  do  that,  we  could  give  the  service  to  the  people  that  we  are 
intended  to. 

Mr.  Sawyer.  Thank  you.  Others? 

Mr.  McGee. 

Mr.  McGee.  Mr.  Chairman,  obviously  the  Postal  Service  is  going 
to  perform  its  mission  as  long  as  it  has  career  employees.  The  Post- 
master General  testified  earlier  to  this  committee  that  the  Postal 
Service  has  to  make  a  commitment  to  his  employees  and  vice  versa. 

I  would  go  further  to  say  that  instead  of  changing  the  culture  in 
the  Postal  Service,  we  might  revisit  the  culture  that  worked  where 
every  employee  was  well  trained,  a  great  foundation  on  which  to 
build.  And  there  was  that  one  premise  that  we  all  had:  Get  the 
mail  home. 
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Right  now,  we  have  people  working  in  the  Postal  Service,  han- 
dling the  mail,  and  they  don't  understand  that  concept.  Until  we 
change  that,  until  we  reintroduce  sound,  solid,  credible  training, 
then  we  are  going  to  continue  to  have  problems. 

And  I  think  if  we  were  to  revisit  that  concept  of  getting  the  mail 
home,  then  the  Postal  Service  will  perform  its  mission  and  perform 
it  well. 
Mr.  Sawyer.  Thank  you. 
Mr.  Quinn? 

Mr.  Quinn.  Well,  Mr.  Chairman,  I  think  if  you  look  at  the  timing 
of  it,  as  I  recall,  Marvin  Runyon  became  the  Postmaster  General 
on  July  6,  1992,  and  in  less  than  3  weeks  he  determined  that  40 
percent  of  postal  headquarters  was  superfluous,  and  less  than  a 
month  after  we  went  into  office,  the  early  out  program  came  in. 

I  just  find  it  incredible — too  incredible  to  believe  that  he  made 
these  decisions  on  his  own  in  such  a  short  period  of  time.  It  is  im- 
possible for  anybody  to  make  an  informed  decision  in  less  than  30 
days  that  affects  the  future  of  tens  of  thousands  of  employees. 

I  was  bom  at  night,  but  it  was  not  last  night.  And  the  fact  of 
the  matter  is  that  this  precipitous  action  was  taken — I  don't  know 
who  was  advising  Mr.  Runyon,  but  I  certainly  hope  that  he  didn't 
go  back  to  them  for  a  second  spoonful  of  the  advice,  because  I  think 
it  was  a  flawed,  although  maybe  well  intentioned. 

Mr.  Sawyer.  We  have  a  vote.  Let  me  go  to  Mr.  Myers.  He  is  not 
going  to  be  able  to  return. 

Mr.  Myers.  Thank  you.  Ms.  Readinger,  it  is  unclear  from  your 
testimony  who  you  respond — who  directs  your — I  can't  say  inves- 
tigations. I  am  confused  just  what  your  role  is. 

What  mission  do  you  have?  What  is  your  responsibility?  You  say 
you  are  in  the  streets,  yet  someone  says  you  don't  have  the  author- 
ity to  arrest  anyone  in  the  streets. 
Do  you  have  arrest  power? 

Ms.  Readinger.  Yes,  we  do.  That  is  under  title  XL  as  special  po- 
lice. 

Mr.  Myers.  Well,  who  decides  where  you  go  and  what  you  do? 
You  are  a  little  more  than  security  guards  surely. 

Ms.  Readinger.  Quite  a  bit  more,  yes.  We  were  formed  by  the 
Congress  to  supplement  the  protection  of  the  buildings,  the  prop- 
erty, and  obviously  the  employees  of  the  Postal  Service.  Our  role 
has  expanded. 

At  one  time  when  we  were  first  formulated,  we  did  in  fact  pro- 
vide primarily  security  functions  whereby  we  were  staying  in  build- 
ings and  we  were  checking  ID's  and  bags  of  people  coming  in  and 
out  of  buildings.  That  was  our  primary  function  until  approxi- 
mately 5  or  6  years  ago  when  the  escalation  of  crime  began  to  rise. 
We  then  became  to  be  more  utilized  by  the  postal  inspection 
service  to  start  going  out  and  doing  protective  duties,  more  escort 
assignments,  more  high-value  shipment  coverage,  carrier  street  pa- 
trols, relay  box  and  storage  box  protection  patrols  and  things  of 
that  nature,  so  we  have  started  expanding. 

Our  authority  is  not  limited  directly  to  the  postal  property.  No, 
it  is  in  the  performance  of  our  official  duties. 
Mr.  Myers.  Well,  who  directs  your  activities? 


397 

Ms.  Readinger.  The  inspection  service  is  responsible  for  imple- 
menting and  initiating  policy  under  which  we  are  guided  and  then 
we  have  a  rank,  ranking  members  who  then  implement  the  policy 
through  us. 

Mr.  Myers.  You  work  out  of  the  New  York  office;  is  that  correct? 

Ms.  Readinger.  Yes,  sir,  I  do. 

Mr.  Myers.  You  have  a  chief  in  New  York? 

Ms.  Readinger.  Yes,  he  is  the  captain. 

Mr.  Myers.  Who  does  he  answer  to? 

Ms.  Readinger.  The  inspector  in  charge  of  the  division. 

Mr.  Myers.  So  it  goes  back  to  the  inspection  service? 

Ms.  Readinger.  Oh,  yes. 

Mr.  Myers.  So  there  is  a  conflict  about  jurisdiction.  I  read  in 
your  testimony  that  there  is  a  conflict  of  the  jurisdiction  of  inspec- 
tors and  you  who  are  police  officers.  Do  you  carry  weapons? 

Ms.  Readinger.  Do  we  carry  weapons? 

Mr.  Myers.  Do  your  police  officers  carry  weapons? 

Ms.  Readinger.  Yes,  we  do. 

Mr.  Myers.  Are  you  in  uniform? 

Ms.  Readinger.  Yes. 

Mr.  Myers.  Do  you  have  nonuniformed  postal  police? 

Ms.  Readinger.  From  time  to  time,  our  offices  are  used  for  un- 
dercover work,  if  that  is  what  you  are  asking,  at  the  selection  of 
the  inspection  service. 

Mr.  Myers.  Well  it  seems  that  it — is  this  true  of  other  jurisdic- 
tions outside  New  York  City  that  there  is  this  conflict  between  in- 
spector service  and  the  police  service? 

Ms.  Readinger.  Yes,  sporadically  throughout  the  country.  There 
are  some  areas  that  work  well  with  the  inspection  service  and  then 
there  are  others  that  are  notorious  in  their  relationships. 

Mr.  Myers.  Is  it  a  local  matter  in  New  York  City  or  is  it  nation- 
wide? 

Ms.  Readinger.  I  would  like  to  think  it  is  not.  We  know  of  var- 
ious installations  throughout  the  country  that  do  have  internal  con- 
flicts of  that  nature. 

I  don't  believe  it  is  primarily  restricted  to  New  York.  But  I  do 
believe  that  New  York  has  perhaps  some  of  the  most  severe  prob- 
lems than  anywhere  else  in  the  country. 

Mr.  Myers.  When  you  are  on  the  street  and  you  see  someone  pil- 
fering a  storage  box,  have  you  authority  to  move  in  or  do  you  have 
to  wait  and  get  the  authority  from  the  inspection  service? 

Ms.  Readinger.  No,  we  have  the  authority  to  move  in  and  make 
the  arrest. 

Mr.  Myers.  Out  in  the  Bronx,  it  was  kind  of  confusing  in  your 
statement  where  you  said  you  didn't  have  authority  to  make  the 
arrests  in  the  street. 

Ms.  Readinger.  That  is  what  inspector  told  Mr.  Twersky,  yes. 
That  is  not  quite  accurate,  however. 

Mr.  Myers.  What  happened  to  Mr.  Twersky?  Is  he  still  out  there 
guarding  that  box? 

Ms.  Readinger.  No,  bullet  locks  solved  that  for  him.  He  is 
pleased.  Mr.  Twersky  is  perhaps  1  out  of  maybe  1  million  people. 
There  are  very  few  people  like  Mr.  Twersky  who  will  have  the  en- 
ergy and  dedication  that  it  takes  to  try  to  convince  this  agency  that 
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it  needs  to  take  more  of  an  active  role  in  the  protection  of  its  mail 
for  its  customers. 

Most  them  do  not  have  the  kind  of  power  that  Mr.  Twersky 
would  have  to  call  a  national  press  conference  and  embarrass  this 
agency,  and  I  believe  that  is  why  he  was  mitigated  so  promptly. 

But  unfortunately  all  the  surrounding  areas  of  Pelham  Parkway 
are  still  without  these  locks,  and  they  are  also  without  the  police 
patrols.  So  they  are  continuing  victims  of  rampant  wanton  mail 
theft  daily,  daily. 

Mr.  Myers.  We  see  case  after  case  of  violence  and  citizens  that 
stand  watch.  The  vigilante  spirit  is  g-one  from  a  lot  of  people  and 
a  lot  of  that  responsibility  does  rest  with  us  as  individuals  that  you 
know  what  the  problems  are. 

And  sometimes  we  have  to  take  it  into  our  hands  until  you  get 
there.  There  is  a  lot  of  lack  of  courage  in  this  country.  I  don't  carry 
a  revolver  on  me,  but  I  sure  have  one  accessible  where  I  am.  I 
think  we  need  more  people  like  Mr.  Twersky. 

Mr.  Chairman,  I  have  a  12:30  meeting  and  I  will  not  be  able  to 
come  back. 

Mr.  Sawyer.  I  thank  you  for  your  presence.  And  I  thank  this 
panel.  Let  me  just  mention,  I  know  that  you  are  talking  about  vigi- 
lance and  not  vigilantism. 

Mr.  Myers.  Vigilance  and  vigilantism  are  motivated  by  the  same 
source.  Vigilante  is  where  you  go  out  there  and  do  it  yourself. 

Mr.  Sawyer.  You  know  you  are  not  suggesting  that  individuals 
take  the  law  into  their  own  hands.  Really,  I  think  you  are  not. 

Mr.  Myers.  Not  take  the  law  into  your  own  hand,  just  make  sure 
it  works. 

Mr.  Sawyer.  Thank  you  for  your  presence.  The  committee  will 
stand  in  recess  for  the  period  of  the  vote  and  then  immediately  re- 
sume. Thank  you. 

[12:11  p.m.  vote  recess.] 

Mr.  Sawyer.  If  we  could  resume,  our  third  panel  is  composed  of 
David  Games,  president  of  the  National  Association  of  Postmasters 
of  the  United  States;  Armando  Olvera,  president  of  the  National 
League  of  Postmasters;  and  Vince  Palladino,  president  of  the  Na- 
tional Association  of  Postal  Supervisors. 

Gentlemen,  welcome.  If  you  could  confine  your  testimony  to  the 
time  allotted,  that  is  fine,  and  if  you  need  to  expand  a  little  bit, 
that  is  fine.  The  entire  text  of  your  testimony  will  be  made  a  part 
of  the  record. 

Thank  you  for  being  here. 

STATEMENTS  OF  DAVID  GAMES,  PRESffiENT,  NATIONAL  ASSO- 
CIATION OF  POSTMASTERS  OF  THE  UNITED  STATES,  AC- 
COMPANIED BY  TEENA  CREGAN,  DIRECTOR,  GOVERNMENT 
RELATIONS;  ARMANDO  OLVERA,  PRESIDENT,  THE  NATIONAL 
LEAGUE  OF  POSTMASTERS,  ACCOMPANIED  BY  ED  BOWLEY, 
LEGISLATIVE  CONSULTANT;  AND  VINCE  PALLADINO,  PRESI- 
DENT, NATIONAL  ASSOCIATION  OF  POSTAL  SUPERVISORS, 
ACCOMPANIED  BY  BOB  McLEAN,  LEGISLATIVE  ASSISTANT 

Mr.  Games.  Good  afternoon,  Mr.  Chairman  and  members  of  the 
committee,  I  am  David  Games,  president  of  the  National  Associa- 
tion of  Postmasters  of  the  United  States,  NAPUS.  NAPUS  rep- 
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resents  more  than  42,000  active  and  retired  postmasters  through- 
out the  country.  With  me  is  Teena  Cregan,  our  director  of  govern- 
ment relations. 

We  thank  you  for  giving  us  the  opportunity  to  appear  before  this 
committee  to  express  our  concerns  for  our  members. 

The  focus  of  these  hearings  is  the  future  of  the  Postal  Service. 
There  is  a  saying  generally  attributed  to  Mark  Twain:  Reports  of 
my  death  have  been  greatly  exaggerated. 

The  National  Association  of  Postmasters  of  the  United  States  be- 
lieves that  the  reports  of  the  imminent  demise  of  the  Postal  Service 
are  also  greatly  exaggerated.  The  Postal  Service  will  continue  to 
have  a  place  in  the  information  age,  and  as  postmasters,  we  are 
firmly  committed  to  seeing  it  survive  and  thrive. 

We  believe  that  we  offer  a  valuable  service  to  the  American  peo- 
ple. The  Postal  Service,  unlike  its  competitors,  goes  to  every  house- 
hold and  every  business  in  the  United  States  and  does  so  6  days 
a  week.  As  postmasters,  we  are  proud  of  the  service  we  provide. 

We  need  the  revenue  protection  provided  by  the  Private  Express 
Statutes  to  ensure  that  we  can  continue  to  provide  those  services 
to  every  single  household  in  the  country,  no  matter  how  isolated 
and  to  do  so  at  a  reasonable  place. 

We  urge  you  to  oppose  any  bills  that  would  dilute  the  Private  Ex- 
press Statutes.  As  postmasters,  we  know  that  the  future  health  of 
the  Postal  Service  depends  on  a  steady  mail  volume,  so  we  under- 
stand the  need  to  keep  prices  competitive  with  those  of  private  car- 
riers. That  is  why  we  have  worked  so  hard  to  manage  our  re- 
sources and  maintain  service  standards. 

In  fact,  we  believe  that  the  4-year  interim  between  the  last  rate 
case  and  the  current  one  is  due  in  large  part  to  the  hard  work  of 
postmasters. 

Our  greatest  challenge  is  to  balance  the  occasionally  contradic- 
tory directives,  one,  to  provide  the  American  people  with  good  serv- 
ices and,  two,  to  operate  within  a  restricted  budget. 

In  the  past  few  months,  as  I  have  traveled  around  the  country 
in  my  position  as  NAPUS  president,  I  have  spoken  to  many  post- 
masters who  are  working  far  more  than  40  hours  every  week  just 
to  keep  up  with  their  day-to-day  responsibilities. 

I  am  not  here  to  tell  you  that  everything  is  perfect  between  us 
and  the  Postal  Service,  but  I  am  here  to  tell  you  that  we  are  com- 
mitted to  working  within  the  Postal  Service  to  improve  both  the  ef- 
ficiency of  the  service  and  the  relationship  between  ourselves  and 
senior  management. 

In  previous  years,  NAPUS  has  told  this  committee  that  post- 
masters and  other  management  groups  were  not  consulted  until  de- 
cisions had  been  made.  Under  Postmaster  Greneral  Runyon's  lead- 
ership, this  has  changed. 

The  leadership  team  opens  up  communications  at  a  higher  man- 
agement level  than  before.  We  are  meeting  on  a  regular  basis  and 
have  been  consulted  on  all  issues  which  will  affect  our  membership. 

Another  benefit  coming  from  our  work  on  the  leadership  team  is 
that  senior  managers  are  developing  an  attitude  of  increased  re- 
spect for  the  postmasters.  After  hearing  of  the  concerns  of  our 
members,  Sam  Green,  USPA  Senior  Vice-President  for  Customer 
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Services  sent  out  a  letter  directing  district  managers  to  treat  post- 
masters with  dignity  and  respect. 

NAPUS  has  been  a  member  of  the  National  Violence  in  the 
Workplace  Committee  for  the  past  2  years,  and  one  of  our  more  re- 
cent successes  is  the  startup  of  a  joint  intervention  process. 

In  this  process,  trained  postmasters,  supervisors,  and  craft  em- 
ployees go  to  potentially  violent  or  troubled  work  sites,  find  out 
what  the  problems  are,  and  advise  the  national  committee  on  ac- 
tions that  would  diffuse  the  potential  for  violence. 

And  we  believe  that  the  future  of  the  Postal  Service  depends  on 
all  of  its  managers  and  employees  being  able  to  work  as  a  team. 
The  leadership  team  is  making  each  member  more  aware  of  the 
needs  and  responsibilities  of  other  team  members. 

Another  benefit  of  the  meetings  is  that  they  are  helping  to  bring 
down  the  historical  distrust  for  senior  postal  management  felt  by 
the  management  groups  who  believed  that  they  will  be  left  out  the 
decisionmaking  process. 

While  we  believe  that  much  progress  has  been  made,  there  are 
several  internal  problems  which  have  still  not  been  resolved.  One 
of  these  is  the  hiring  process. 

When  the  Postal  Service  went  through  the  restructuring  last 
year,  we  lost  a  lot  of  people  with  30  years'  experience,  and  you  sim- 
ply cannot  replace  them  overnight.  At  this  point,  however  we  think 
that  it  may  be  time  to  add  more  full-time  positions  in  areas  where 
there  is  heavy  usage  of  overtime. 

This  may  seem  surprising,  but  postmasters  do  not  always  have 
the  authority  to  make  the  hiring  decisions,  even  in  their  own  of- 
fices. Hiring  decisions  are  made  at  the  area  level.  Because  the  area 
manager  oversees  several  States,  he  or  she  may  not  be  able  to  un- 
derstand the  needs  of  individual  post  offices. 

We  believe  that  this  situation  results  in  excessive,  unnecessary 
overtime  which  contributes  to  the  overall  postal  deficit.  Even  after 
postmasters  receive  hiring  authority,  there  are  often  delays.  As  you 
know,  the  Postal  Service  has  contracted  with  a  firm  to  provide 
background  checks  on  applicants  for  USPA  positions.  While  the  in- 
tent in  hiring  a  firm  to  review  applicants  was  good,  it  has  resulted 
in  delays  in  hiring. 

Another  problem  is  the  lack  of  training  for  new  postmasters.  We 
had  approximately  5,000  postmaster  vacancies  during  restructur- 
ing, and  most  of  these  positions  are  now  filled  by  new  postmasters. 
System-wide  we  have  gone  for  2  years  with  little  or  no  training. 

A  third  internal  issue  of  concern  to  NAPUS  is  the  split  between 
the  customer  service  and  processing  and  distribution.  And  we  have 
requested  that  the  Postal  Service  reevaluate  this  issue. 

For  the  past  2  years  we  have  been  giving  the  process  a  chance, 
but  it  is  becoming  increasingly  clear  that  the  split  is  not  working. 
We  aren't  trying  to  assign  blame.  Certainly  these  problems  are  not 
the  fault  of  any  one  individual. 

Instead,  NAPUS  believes  that  there  is  a  fundamental  design  flaw 
in  the  split  between  customer  services  and  processing  and  distribu- 
tion. Because  plant  managers  and  customer  service  managers  have 
different  goals  for  productivity  and  work  hour  usage,  it  is  clear  that 
one  boss  is  needed  at  any  performance  cluster  level  who  can  make 
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decisions  for  both  customer  services  and  processing  and  distribu- 
tion. 

We  recommend  that  the  district  manager  of  customer  services  be 
given  control  of  every  performance  cluster  with  the  authority  to 
make  decisions  for  the  good  of  the  whole  group.  We  remain  con- 
cerned about  attempts  to  close  small  post  offices,  particularly  in 
rural  areas  of  the  country. 

While  we  understand  the  Postal  Service's  desire  to  operate  effi- 
ciently, we  believe  that  rural  areas  should  be  served.  Because  the 
loss  of  a  post  office  affects  a  community  so  seriously,  we  believe 
that  the  Postal  Service  should  follow  all  of  the  legal  procedures  for 
closing  an  office  as  specified  in  the  Postal  Reorganization  Act. 

In  addition  to  our  internal  USPS  concerns,  there  are  several  on- 
going legislative  issues  which  are  important  to  our  members,  and 
in  February  we  appeared  before  you  to  ask  that  no  matter  what 
health  plan  was  finally  adopted,  that  Federal  and  postal  workers 
should  be  left  no  worse  off  than  they  are  now. 

Since  this  is  the  committee  with  jurisdiction  over  FEHBP,  we 
must  rely  on  your  protection  for  those  9  million  people  who  are  cur- 
rently covered  by  FEHBP. 

We  also  continue  to  be  concerned  about  attempts  to  cut  or  delay 
cost  of  living  increases  for  Federal  and  postal  retirees.  As  you 
know,  our  retires  depend  on  those  COLA's  to  help  their  pension  in- 
come keep  pace  with  inflation. 

There  continue  to  be  attempts  to  raise  the  retirement  age  for 
Federal  and  postal  employees.  We  oppose  these  attempts.  COLA 
cuts  and  increases  in  the  minimum  retirement  age  amount  to  arbi- 
trary cuts  in  employee  benefits. 

NAPUS  recently  testified  before  the  Subcommittee  on  Employee 
Compensation  and  Benefits  regarding  H.R.  3246,  the  Rural  Area 
Relief  Act  of  1994,  the  Savvyer  bill.  This  bill  would  allow  postal  an- 
nuitants to  work  temporarily  as  relief  postmasters  and  relief  rural 
carriers  without  an  offset  to  their  annuities.  We  urge  you  to  work 
for  the  immediate  passage  of  H.R.  3246. 

Mr.  Sawyer.  That  may  be  more  than  I  am  able  to  do.  But  we 
will  keep  trying. 

Mr.  Games.  I  would  not  like  to  leave  this  hearing  without  thank- 
ing the  members  of  this  committee  for  their  support  in  the  enact- 
ment of  Hatch  Act  Reform  and  of  the  Family  and  Medical  Leave 
Act. 

Both  of  these  pieces  of  legislation  were  very  important  to  our 
membership  and  we  appreciate  your  help.  This  concludes  my  state- 
ment. I  would  be  happy  to  answer  your  questions. 

[The  statement  of  Mr.  Games  follows:] 

Prepared  Statement  of  David  Games,  PnEsiDEhrr,  National  Association  of 
Postmasters  of  the  United  States 

Mr.  Chairman  and  Members  of  the  Committee,  I  am  David  Games,  President  of 
the  National  Association  of  Postmasters  of  the  United  States  (NAPUS).  NAPUS  rep- 
resents more  than  42,000  active  and  retired  postmasters  throughout  the  country. 
Thank  you  for  giving  us  the  opportunity  to  appear  before  this  Committee  and  ex- 
press the  concerns  of  our  members. 

The  focus  of  these  hearings  is  the  future  of  the  Postal  Service.  There  is  a  saying 
generally  attributed  to  Mark  Twain:  "Reports  of  my  death  have  been  greatly  exag- 
gerated". The  National  Association  of  Postmasters  of  the  United  States  believes  that 
reports  of  the  imminent  demise  of  the  Postal  Service  are  also  greatly  exaggerated. 
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The  Postal  Service  will  continue  to  have  a  place  in  the  information  age  and,  as  post- 
masters, we  are  firmly  committed  to  seeing  it  svirvive  and  thrive.  We  believe  that 
we  offer  a  valuable  service  to  the  American  people.  At  the  April  26  oversight  hear- 
ing. Rep.  Melvin  Watt  described  the  unique  service  that  the  USPS  delivers  as  giving 
"residents"  the  ability  to  communicate  with  one  another.  The  Postal  Service,  unlike 
its  competitors,  goes  to  every  household  and  every  business  in  the  United  States 
and  it  cloes  so  six  days  a  week.  As  postmasters,  we  are  proud  of  the  service  we  pro- 
vide. 

We  need  the  revenue  protection  provided  by  the  Private  Express  Statutes  to  en- 
sure that  we  can  continue  to  provide  those  services  to  every  single  household  in  the 
country — no  matter  how  isolated — and  to  do  so  at  a  reasonable  price.  Without  the 
Private  Express  Statutes,  private  carriers  would  be  Ukely  to  skim  off  the  profitable 
deliveries.  The  areas  which  remained  with  the  Postal  Service  would  pay  more  for 
their  services,  receive  reduced  services  or  be  subsidized  by  taxpayers.  We  urge  you 
to  oppose  any  bills  which  would  dilute  the  Private  Ejroress  Statutes. 

As  postmasters,  we  know  that  the  future  health  of  the  Postal  Service  depends  on 
a  steady  mail  volume,  so  we  understand  the  need  to  keep  prices  competitive  with 
those  of  private  carriers.  That  is  why  we  have  worked  so  hard  to  manage  our  re- 
sources and  maintain  service  standards.  In  fact,  we  beUeve  that  the  four-year  in- 
terim between  the  last  rate  case  and  the  current  one  is  due,  in  large  part,  to  the 
hard  work  of  our  postmasters. 

Our  greatest  challenge  is  to  balance  the  occasionally  contradictory  directives  (1) 
to  provide  the  American  people  with  good  service  and  (2)  to  operate  within  a  re- 
stricted budget.  As  postmasters,  we  carry  the  burden  of  ensviring  that  our  customers 
receive  good  service.  After  all,  we  are  the  ones  who  get  the  complaints  when  mail 
service  is  less  than  perfect.  We  are  also  the  ones  who  catch  the  heat  when  we  exceed 
our  operating  budgets.  In  the  past  few  months,  as  I  have  traveled  around  the  coun- 
try in  my  position  as  NAPUS'  president,  I  have  spoken  to  postmasters  who  are 
working  far  more  than  forty  hours  every  week  just  to  keep  up  with  their  day-to- 
day responsibilities.  I  am  not  here  to  tell  you  that  everything  is  perfect  between  us 
and  the  Postal  Service  but  I  am  here  to  tell  you  that  we  are  committed  to  working 
within  the  Postal  Service  to  improve  both  the  efficiency  of  the  service  and  the  rela- 
tionship between  ourselves  and  senior  management. 

In  previous  years,  NAPUS  has  told  this  Committee  that  postmasters  and  other 
management  groups  were  not  consulted  until  after  decisions  had  been  made.  Under 
Postmaster  General  Runyon's  leadership,  this  has  changed.  In  the  past,  there  was 
not  a  mechanism  for  seeing  senior  managers,  and  postmasters  dealt  primarily  with 
lower  levels  of  management  through  the  consultation  process.  The  Leadership  Team 
opens  up  communications  at  a  higher  management  level  than  before.  As  PMG  Run- 
yon  told  you  when  he  appeared  before  you  on  April  14,  we  are  meeting  on  a  regular 
basis  and  have  been  consulted  on  all  issues  which  will  affect  our  membership.  For 
example,  we  were  given  an  opportunity  to  see  the  rate  proposals  before  they  were 
submitted  to  the  USPS  Board  of  Governors. 

Another  benefit  coming  from  our  work  on  the  Leadership  Team  is  that  senior 
managers  are  developing  an  attitude  of  increased  respect  for  postmasters.  While  at- 
titudes have  not  changed  in  all  levels  of  management,  there  is  no  doubt  that  those 
on  the  Leadership  Team  are  serious  on  this  issue.  After  hearing  of  the  concerns  of 
our  members,  Sam  Green,  USPS  Senior  Vice  President  for  Customer  Services,  sent 
out  a  letter  directing  District  Managers  to  treat  postmasters  with  dignity  and  re- 
spect. 

We  are  also  pleased  to  be  dealing  with  Suzanne  Henry,  USPS  Vice  President  of 
Employee  Relations  on  a  number  of  personnel  and  hiring  issues.  She  has  been  very 
receptive  and  is  striving  to  take  care  of  some  long-term  problems.  For  example,  dur- 
ing restructuring  there  were  postmasters  who  had  been  upgraded  but  did  not  get 
raises.  Now  they  are  being  given  the  proper  salary  for  the  increased  level  of  respon- 
sibility they  hold  in  their  new  positions. 

NAPUS  has  also  been  a  member  of  the  National  Violence  in  the  Workplace  Com- 
mittee for  the  past  two  years  and  one  of  ovu-  more  recent  successes  is  the  startup 
of  a  joint  intervention  process.  In  this  process,  trained  postmasters,  supervisors  and 
craft  employees  go  to  potentially  violent  or  troubled  worksites,  find  out  what  the 
problems  are  and  advise  the  National  Committee  on  actions  that  will  diffuse  the  po- 
tential for  violence  and  bring  about  a  more  harmonious  work  environment. 

We  believe  that  the  future  of  the  Postal  Service  depends  on  all  of  its  mangers  and 
employees  being  able  to  work  as  a  team.  In  fact,  we  just  returned  from  a  group  exer- 
cise in  team  building  that  was  held  at  Natvu-al  Bridge,  VA.  There  we  participated 
in  various  team-building  exercises  designed  to  build  on  prior  team  development  ef- 
forts and  to  help  us  work  effectively  as  a  group  on  the  challenging  issues  confront- 
ing the  U.S.  Postal  Service.  A  positive  effect  of  the  Leadership  Team  is  that  it  is 
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making  each  member  more  aware  of  the  needs  and  responsibilities  of  other  team 
members.  Another  benefit  of  the  meetings  is  that  they  are  helping  to  break  down 
the  historical  distrust  for  senior  postal  management  felt  by  management  groups  who 
believe  they  had  been  left  out  of  decision-making. 

While  we  believe  that  much  progress  has  been  made,  there  are  several  internal 
problems  which  have  still  not  been  resolved.  One  of  these  is  in  the  hiring  process. 
Many  benefits  have  come  out  of  restructviring  but  it  may  be  time  to  reev^uate  the 
work  complement.  When  the  Postal  Service  went  through  restructuring  last  year, 
we  lost  a  lot  of  people  with  30  years'  experience.  You  cannot  simply  replace  them 
overnight.  And  as  Chief  Operating  Officer  Joe  Caraveo  told  you  in  April,  many  of 
the  craft  positions  are  filled  by  seniority.  It  took  time  to  move  those  people  around 
and  it  took  time  to  train  them.  At  this  point,  however,  we  think  it  may  be  time  to 
add  more  full-time  positions  in  areas  where  there  is  now  a  heavy  usage  of  overtime. 

This  may  seem  surprising,  but  postmasters  do  not  always  have  the  authority  to 
make  hiring  decisions,  even  in  their  own  offices.  In  many  cases,  even  their  imme- 
diate superiors  do  not  have  the  authority.  Instead,  hiring  decisions  are  made  at  die 
Area  level.  Because  the  area  manager  oversees  several  states,  he  or  she  may  not 
be  able  to  understand  the  needs  of  individual  post  offices.  We  believe  that  this  situa- 
tion results  in  excessive,  unnecessary  overtime  which  contributes  to  the  overall  post- 
al deficit.  Even  after  postmasters  receive  hiring  authority,  there  are  often  delays. 
As  you  know,  the  Postal  Service  has  contracted  with  a  firm  to  provide  background 
checks  on  applicants  for  USPS  positions.  While  the  intent  in  hiring  a  firm  to  review 
apphcants  was  good,  it  has  resulted  in  delays  in  hiring  approval. 

Another  problem  is  the  lack  of  training  for  new  postmasters.  We  had  approxi- 
mately 5,000  postmaster  vacancies  during  restructuring  and  most  of  these  positions 
are  now  filled  by  new  postmasters.  These  new  postmasters  want  to  do  a  good  job 
but  they  need  training.  I  have  heard  instances  in  which  new  postmasters  got  into 
trouble  for  failure  to  correctly  perform  their  duties  but  had  never  received  training 
in  those  duties.  Just  recently,  1  spoke  to  a  postmaster  who  worked  for  three  years 
with  no  training,  then  was  relieved  and  placed  on  administrative  leave  because  of 
poor  performance  and  failure  to  carry  out  some  duties.  Systemwide,  we  have  gone 
for  two  years  with  little  or  no  training. 

A  third  internal  issue  of  concern  to  NAPUS  is  the  split  between  Customer  Serv- 
ices and  Processing  and  Distribution  and  we  have  requested  that  the  Postal  Service 
reevaluate  this  issue.  For  the  past  two  and  a  half  years,  we  have  been  giving  the 
process  a  chance,  but  it  is  becoming  increasingly  clear  that  the  split  is  not  working. 
The  Postal  Service  has  created  operating  teams  called  Performance  Clusters  at  85 
district  sites  designed  to  work  out  problems  between  Customer  Services  and  Proc- 
essing and  Distribution.  In  some  locations,  these  are  working;  in  others,  the  are  not. 
In  a  few  locations,  the  are  not  meeting  at  all. 

We  are  not  trying  to  assign  blame.  Certainly,  these  problems  are  not  the  fault  of 
any  one  individual.  Instead,  NAPUS  believes  there  is  a  ftindamental  design  flaw  in 
the  split  between  Customer  Services  and  Processing  and  Distribution.  Because  plant 
managers  and  customer  services  managers  have  different  goals  for  productivity  and 
work  hour  usage,  it  is  clear  that  one  "boss"  is  needed  at  each  Performance  Cluster 
level  who  can  make  decisions  for  both  Customer  Services  and  Processing  and  Dis- 
tribution. Postmasters,  who  are  part  of  the  Customer  Services  division,  tend  to  hear 
about  delivery  problems  directly  from  the  postal  customer  while  the  people  who 
work  in  Processing  and  Distribution  are  more  removed  from  customer  complaints. 
We  recommend  that  the  District  Manager  of  Customer  Services  be  given  control  of 
each  Performance  Cluster,  with  authority  to  make  decisions  for  the  good  of  the 
whole  group. 

We  remained  concerned  about  attempts  to  close  small  post  offices,  particularly  in 
rural  areas  of  the  country.  Post  office  closures  have  a  profound  effect  on  both  the 
business  vitality  of  a  community  and  on  its  morale.  Residents  often  feel  that  when 
they  lose  a  post  office,  they  lose  a  community  identity.  While  we  understand  the 
Postal  Service's  desire  to  operate  efficiently,  we  believe  that  rural  areas  should  be 
served.  The  residents  have  fewer  other  options  and  driving  several  miles  to  mail  a 
package  does  not  contribute  to  the  quality  of  life  for  that  area.  Because  the  loss  of 
a  post  office  affects  a  community  so  seriously,  we  believe  that  the  Postal  Service 
should  follow  all  of  the  legal  procedures  for  closing  an  office  as  specified  in  the  Post- 
al Reorganization  Act.  These  include  public  notice  of  a  proposed  closing,  a  public 
hearing  and  a  serious  examination  of  the  alternatives  for  the  residents.  These  clos- 
ings should  not  be  referred  to  as  "consoUdations"  or  "temporary  closings"  to  avoid 
the  regulations. 

We  have  also  found  that  postal  customers  are  not  always  given  full  information 
about  the  status  of  a  "contract  office".  When  a  regular  post  office  is  closed,  the  Post- 
al Service  often  replaces  it  with  a  "contract  office"  operated  by  a  private  contractor. 


404 

Customers  are  often  told  that  it  will  be  the  same  as  their  old  post  office,"  but  this 
is  not  completely  accurate.  The  community  loses  a  great  measure  of  control  when 
a  regular  post  office  is  replaced  by  a  contract  office.  A  "contract  office"  can  be  closed 
without  going  through  the  regulatory  procedure  used  in  normal  post  office  closings 
and  customers  have  no  avenue  for  protest. 

In  addition  to  our  internal  USPS  concerns,  there  are  several  ongoing  legislative 
issues  which  are  important  to  our  members  and  we  would  Uke  to  take  the  oppor- 
tunity, during  this  oversight  hearing,  to  raise  them  again.  In  February  we  appeared 
before  you  to  ask  that,  no  matter  what  health  plan  was  finally  adopted,  that  federal 
and  postal  workers  should  be  left  no  worse  off  than  they  are  now.  We  urge  the  Com- 
mittee to  support  the  continuation  of  the  Federal  Employee  Health  Benefit  Plan.  Let 
me  assure  you  that,  although  NAPUS  offers  an  FEHBP-approved  plan  to  our  mem- 
bers, we  are  not  trying  to  protect  our  plan.  But  we  are  concerned  about  the  possibil- 
ity that  postmasters  and  their  families  will  be  left  without  adequate,  affordable 
health  insurance.  Since  this  is  the  Committee  with  jurisdiction  over  FEHBP,  we 
must  rely  on  your  protection  for  those  nine  million  people  who  are  currently  covered 
under  FEHBP. 

We  also  continue  to  be  concerned  about  attempts  to  cut  or  delay  cost  of  living  in- 
creases for  federal  and  postal  retirees.  As  you  know,  our  retirees  depend  on  those 
COLAs  to  help  their  pension  income  keep  pace  with  inflation.  Already  this  year 
there  have  been  attempts  to  reduce  those  COLAs  to  balance  the  federal  budget.  We 
narrowly  defeated  similar  attempts  last  fall.  Our  retirees,  who  spent  their  working 
lives  in  public  service,  wonder  how  much  they  will  be  asked  to  give  up.  It  is  simply 
not  fair  to  try  to  balance  the  federal  budget  by  cutting  the  benefits  of  retirees  who 
spent  their  lives  in  government  service.  Food,  housing  and  medicine  costs  the  same 
whether  you  are  a  private-sector  retiree  living  on  social  security  or  postal  or  federal 
retiree  living  on  your  CSRS  pension.  Federal  and  postal  retirees  should  not  be  asked 
to  accept  cuts  which  it  would  not  be  politically  feasible  to  demand  from  the  pubUc 
at  large,  yet  that  is  exactly  what  is  happening.  This  Committee  has  been  very  sup- 
portive of  the  problems  of  our  retirees  and  we  will  continue  to  rely  on  you  in  the 
future. 

There  continue  to  be  attempts  to  raise  the  minimum  retirement  age  for  federal 
and  postal  employees.  We  oppose  these  attempts.  People  who  choose  to  work  for  the 
postal  service  or  the  federal  government  do  so  with  the  understanding  that  they  will 
be  entitled  to  a  certain  package  of  salary  and  benefits.  It  is  unfair  to  change  that 
package  after  an  employee  is  hired.  When  she  spoke  to  our  members  at  the  NAPUS 
Leadership  Conference  in  February,  Rep.  Pat  Schroeder  told  them  that  the  govern- 
ment should  serve  as  a  model  employer.  Arbitrarily  cutting  the  benefits  of  its  work- 
ers is  hardly  the  action  of  a  "model"  employer  but  that  is  exactly  what  COLA  cuts 
and  increases  in  the  minimum  wage  amount  to,  an  arbitrary  cut  in  employment 
benefits. 

NAPUS  recently  testified  before  the  Subcommittee  On  Employee  Compensation 
and  Benefits  regarding  H.R.  3246,  the  Rural  Area  Relief  Act  of  1994.  This  bill  would 
allow  postal  annuitants  to  work  temporarily  as  reUef  postmasters  and  relief  rural 
carriers  without  an  offset  to  their  incomes.  We  support  this  legislation  and  are  very 
gratef\il  for  the  help  we  have  received  on  this  issue  fmm  the  Members  of  this  Com- 
mittee. We  urge  you  to  work  for  the  immediate  passage  of  H.R.  3246. 

I  would  not  like  to  leave  this  hearing  without  thanking  the  Members  of  this  Com- 
mittee for  their  support  in  the  enactment  of  Hatch  Act  Reform  and  of  the  Family 
and  Medical  Leave  Act.  Both  of  these  pieces  of  legislation  were  very  important  to 
our  membership  and  we  appreciate  your  help. 

That  concludes  my  statement.  Again,  thank  you  for  providing  us  with  the  oppor- 
tunity to  appear  before  you.  I  am  ready  to  answer  any  questions  you  may  have. 

Mr.  Sawyer.  Thank  you. 

Mr.  Olvera. 

Mr.  Olvera.  Mr.  Chairman,  I  am  Armando  Olvera  and  appear- 
ing with  me  is  Ed  Bowley,  our  legislative  consultant.  I  am  honored 
to  accept  this  committee's  invitation  to  assist  in  its  annual  over- 
sight (responsibihties)  of  the  U.S.  Postal  Service. 

Postmaster  General  Runyon  has  established  regular  leadership 
meetings  and  invited  both  labor  and  management  presidents  to 
participate.  These  meetings  have  provided  an  environment  of  trust 
in  which  to  exchange  constructive  conflict  with  all  members  in  ex- 
ploring problems  and  various  courses  of  action. 
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As  I  look  back  on  the  past  year,  this  is  one  of  the  most  significant 
things  that  has  happened  to  strengthen  the  Postal  Service,  and  I 
commend  the  Postmaster  General  for  his  innovative  leadership 
style. 

Restructuring  has  drawn  both  praise  and  criticism.  Recently  it 
was  reported  that  the  Postal  Service  will  deliver  more  than  twice 
as  much  mail  in  1994  as  it  did  in  1971,  and  with  nearly  the  same 
number  of  career  employees. 

However,  while  management  structure  last  year  eliminated  lay- 
ers of  middle  management  and  some  overhead  positions,  it  was  not 
without  problems. 

The  separation  of  customer  services  and  processing  and  distribu- 
tion has  not  worked  well  in  every  instance.  There  appears  to  be  a 
great  deal  of  confusion  as  to  who  is  in  charge  and  who  has  the  ulti- 
mate responsibility  or  authority  for  running  the  facility. 

In  some  instances,  there  appears  to  be  lack  of  training.  However, 
many  postmasters,  particularly  in  smaller  facilities,  are  suggesting 
a  consolidation  of  services  and  that  they  be  placed  under  the  direc- 
tion of  a  single  authority. 

The  debate  on  the  Postal  Service  request  for  an  across-the-board 
rate  increase  of  10.3  percent,  which  equates  to  a  32-cent  stamp,  is 
now  well  under  way.  A  few  short  months  ago,  you  could  have  got- 
ten odds  from  Washington  to  Las  Vegas  that  the  1995  first-class 
stamp  would  cost  35  cents. 

By  the  time  the  rates  go  into  effect,  it  will  be  the  first  time  since 
postal  reorganization  in  1971  that  the  Postal  Service  has  main- 
tained rate  stability  for  4  years.  That  is  a  record,  the  longest  period 
of  rate  stability  since  the  Postal  Service  was  created  in  1970.  So 
we  are  not  doing  a  bad  job. 

Some  people  like  to  refer  to  Postal  Service  competitors  as  being 
more  efficient  and  cost-effective.  Since  the  last  Postal  Service  gen- 
eral rate  increase  in  February  1991,  United  Parcel  Service  has  had 
four  rate  increases.  Federal  Express,  one.  U.S.  postal  rates  are  a 
world  class  bargain. 

Think  for  a  moment  what  your  29  cents  buys.  For  less  than  the 
cost  of  a  candy  bar,  the  Postal  Service  will  pick  up  your  letter  at 
home,  carry  it  to  the  most  remote  places  in  this  vast  land,  and  per- 
sonally deliver  it  for  you,  and  only  in  a  matter  of  days. 

This  one  point  about  added  cost,  the  public,  the  media  and  even 
many  Members  of  Congress,  either  don't  understand  or  don't  want 
to  understand,  that  unlike  most  Government  organizations,  the 
Postal  Service  does  not  receive  one  penny  of  tax  money  toward  its 
operations. 

In  fact,  by  the  end  of  this  year,  we  will  have  incurred  $8  billion 
in  new  costs  passed  on  to  us  by  the  Federal  Government.  These 
new  costs  will  exceed  $15  billion  before  the  end  of  this  decade. 
Without  question,  the  Postal  Service  continues  to  face  many  dif- 
ficult challenges. 

One  such  challenge  is  the  enormous  burden  Congress  has  placed 
on  the  Postal  Service  by  consistently  deferring  revenue  forgone 
funds  each  year  to  the  Postal  Service  which  ultimately  has  resulted 
in  a  42-year  interest-free  loan  to  the  Government.  At  the  same 
time,  as  I  pointed  out.  Congress  has  shifted  billions  of  dollars  of  ad- 
ditional cost  to  the  Postal  Service. 
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This,  in  my  judgment,  is  the  sole  reason  that  the  Postal  Service 
ended  its  fiscal  year  1993  $1.3  billion  in  the  red.  A  case  can  be 
made  that  the  U.S.  Congress  with  its  annual  raids  on  Postal  Serv- 
ice revenues  is,  in  fact,  imposing  stamp  taxes  on  the  American 
mailing  public. 

The  role  of  the  U.S.  Postal  Service  in  the  communications  fields 
is  basically  no  different  today  than  it  was  in  its  origin.  That  is  to 
provide  a  universal  postal  service.  Rural  areas  of  this  country  are 
shrinking  as  the  population  continues  its  trend  toward  urban  liv- 
ing, however  only  the  Postal  Service  is  available  to  serve  those 
rural  communities  that  will  continue  to  exist. 

Therefore,  the  Postal  Service  challenge  grows  even  greater  as  it 
competes  in  the  communications  marketplace  on  the  electronic  su- 
perhighway while  carrjdng  out  its  constitutional  mandate  to  pro- 
vide universal  rates  and  services. 

To  successfully  meet  the  challenge.  Congress  must  be  willing  to 
permit  the  Postal  Service  to  play  under  the  same  rules  as  its  com- 
petitors, particularly  in  the  field  of  rate-setting  and  financial  stabil- 
ity. I  would  like  to  enter  into  the  record,  an  article  that  was  pub- 
lished in  the  Journal  of  Commerce  on  Monday,  May  2. 

Mr.  Sawyer.  Without  objection. 

[The  newspaper  article  referred  to  follows:] 

[From  the  Journal  of  Commerce,  May  2,  1994] 

All  Lands'  End  Packages  To  Move  Vl\  2-Day  UPS 

(By  Gregory  S.  Johnson) 

Looking  to  regain  its  title  as  the  catalog  company  with  the  fastest  deUveries, 
Lands'  End  Inc.  has  signed  a  three-year,  $200  million  contract  with  United  Parcel 
Service  aimed  at  halving  its  delivery  time. 

As  of  June  13,  all  14  miUion  packages  shipped  by  the  Dodgeville,  Wise,  retailer 
will  move  via  UPS  and  for  delivery  within  two  days. 

"Those  living  on  the  West  Coast  and  in  New  England  states  will  see  the  biggest 
improvement,  down  from  five  days  to  two,"  said  Phil  Schaecher,  the  company's  sen- 
ior vice  president. 

Observers  said  some  catalog  companies'  dehveries  can  take  up  to  two  weeks,  de- 
pending upon  their  final  destination. 

"We're  seeing  more  and  more  catalog  companies  setting  a  competitive  benchmark 
with  rapid  delivery  as  the  norm,"  said  Chet  Dalzell,  spokesman  for  the  Director 
Marketing  Association  in  New  York. 

UPS  has  handled  Lands'  End  traffic  for  30  years,  and  has  moved  80%  of  it  since 
the  retailer  shifted  expedited  traffic  to  the  Atlanta  transportation  giant  from  Fed- 
eral Express  Corp.  in  1992. 

In  June,  all  volume,  including  back  orders  now  moved  by  the  U.S.  Postal  Service, 
will  move  via  UPS,  said  Beverly  Holmes,  a  Lands'  End  spokeswoman. 

"Lands'  End  is  an  example  of  how  a  major  catalog  company  can  form  a  partner- 
ship with  its  package  delivery  company  to  get  a  competitive  edge  in  the  fast-growing 
direct  marketing  industry,"  said  Jonn  Anderson,  UPS'  vice  president  of  retail. 

When  Lands'  End  began  offering  two-to-five-day  deUveries  several  years  ago,  it 
considered  itself  the  industry  leader,  Ms.  Holmes  said.  "But  now  there  are  several 
smaller  catalog  companies  that  offer  this  kind  of  service.  WE  wanted  to  provide  peo- 
ple with  this  faster  standard  of  shipping,"  she  said. 

Lands'  End  customers  now  pay  $4.95  for  two-to-five-day  service,  $9.95  for  two-day 
service  and  a  $10.95  surcharge  for  next-day  delivery. 

Under  its  new  contract,  Lands'  End  customers  will  pay  two-day  deUvery  rates  of 
$2.95  for  order  up  to  $30,  $3.95  on  orders  up  to  $70,  and  $4.95  on  orders  over  $75. 
Next-day  service  will  carry  a  $6  surcharge  for  deUvery  in  the  continental  U.S.  and 
$16  for  Alaska  and  Hawaii. 

The  new  service  vaults  Lands'  End  ahead  of  some  of  its  rivals,  including  L.L. 
Bean  Inc.  of  Freeport,  Maine,  which  offers  two-to-five-day  deliveries  on  any  ship- 
ment via  Fed-Ex  for  a  flat  $3.95,  with  a  $9  surcharge  for  two-day  delivery. 
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Next-day  service  from  L.L.  Bean  carries  a  $19.95  surcharge  plus  a  $20  manual- 
handling  fee,  tagged  on  as  workers  can't  use  the  company's  standard  one-day  proc- 
essing system  and  must  pick  out  items  by  hand. 

Lands'  End's  biggest  competitor,  J.C.  Penney  Co.  of  Dallas,  offers  two-to-four-day 
deliveries  via  UPS  according  to  weight,  ranging  from  $2.75  for  up  to  a  half-pound 
to  $10.35  for  packages  weighing  between  15.1  pounds  and  25  pounds. 

If  J.C.  Penney  customers  want  something  delivered  the  next  day,  they  must  pay 
a  UPS  next-day  air  express  charge  of  $9  for  parcels  up  for  10  pounds,  and  more 
for  heavier  shipments. 

Mr.  Olvera.  This  has  to  do  with  Lands'  End,  Inc.,  having  re- 
cently signed  a  3-year,  $200  miUion  contract  with  United  Parcel 
Service. 

The  way  we  are  restricted  in  our  rate-setting  process,  it  is  impos- 
sible for  the  Postal  Service  to  compete  a  similar  manner.  In  fact, 
one  of  the  UPS  vice  presidents  stated,  "Lands'  End  is  an  example 
of  how  a  major  catalog  company  can  form  a  partnership  with  its 
packaging  delivery  company  to  get  a  competitive  edge  in  the  fast- 
growing  direct  marketing  industry." 

This  is  where  we  need  some  help  in  the  rate-setting  process. 
While  we  believe  the  overall  rate-setting  mechanism  requires  re- 
viewing, surely  monopoly  and  nonmonopoly  services  should  viewed 
differently. 

It  is  time  that  the  U.S.  Postal  Service  be  given  the  latitude  that 
Congress  envisioned  in  1970  in  order  to  control  its  operation  and 
financial  independence  and  to  balance  its  books. 

The  U.S.  Postal  Service  is  not  funded  through  tax  dollars,  and 
we  need  to  do  a  better  job  of  stressing  that  point,  but  the  U.S.  Post- 
al Service  requires  greater  ratemaking  flexibility  to  enhance  its  fi- 
nancial position  and  meet  our  competitive  challenge. 

Another  proposal  put  forth  to  this  committee  by  the  National 
League  of  Postmasters  a  year  ago  was  the  one  that  dealt  with  part- 
time  occasional  employment  of  annuitants.  I  want  to  thank  you, 
Mr.  Chairman,  for  introducing  H.R.  3246,  a  bill  that  will  accom- 
plish this  goal. 

I  also  want  to  thank  Mr.  Myers  and  Mr.  Petri  for  cosponsoring 
this  bill.  We  ask  that  this  committee  support  H.R.  3246,  a  propos^ 
to  exempt  retired  postal  employees  from  reemployment  penalties. 

I  might  add,  Mr.  Chairman,  that  a  majority  of  this  committee  is 
cosponsoring  H.R.  3246  along  with  nearly  150  House  Members 
overall. 

On  another  issue,  I  would  surely  be  remiss  if  I  failed  to  applaud 
the  outstanding  leadership  of  Chairman  Clay  and  the  support  of 
the  members  of  this  committee  for  helping  to  defeat  proposals  to 
increase  the  minimum  retirement  age  to  65,  as  well  as  other  pro- 
posed attacks  on  the  postal  Federal  work  force  and  retirees. 

In  the  area  of  health  reform,  the  Federal  Employees  Health  Ben- 
efits Program  is  confronted  with  a  difficult  fight  for  survival.  On 
the  one  hand,  the  administration  praises  FEHBP  as  a  model  for 
health  reform,  while  on  the  other,  proposes  its  demise  by  1997. 

It  is  inconceivable  that  Federal  employees  or  retirees  will  be  able 
to  retain  their  present  level  of  benefits  if  placed  in  a  nationwide  re- 
form program. 

Mr.  Chairman,  we  believe  that  the  Postal  Service  is  the  best, 
most  affordable,  most  reliable,  and  most  personal  communications 
support  system  in  the  world.  We  are  grateful  for  the  support  that 
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the  U.S.  Postal  Service  receives  from  this  committee,  and  again  we 
seek  that  support  today  in  protecting  Postal  Service  revenues  as 
the  only  means  to  guarantee  a  universal  postal  system. 

I  would  be  glad  to  respond  to  any  questions. 

[The  prepared  statement  of  Mr.  Olvera  follows:] 

Prepared  Statement  of  Armando  Olvera,  PRESIDE^^^,  National  League  of 
Postmasters 

Mr.  Chairman  and  Members  of  this  distinguished  Committee,  my  name  is 
Armando  Olvera.  I  am  President  of  the  National  League  of  Postmasters,  and  proud 
to  represent  Postmasters  nationwide. 

Appearing  with  me  today  is  Ed  Bowley,  our  Legislative  Consultant.  Once  again, 
I  am  honored  to  accept  this  committee's  invitation  to  assist  in  its  annual  oversight 
responsibilities  of  the  United  States  Postal  Service.  Mr.  Chairman,  I  am  particularly 
pleased  to  participate  in  this  year's  oversight  hearings,  because  I  feel  I  have  person- 
ally contributed  to  many  of  the  Postal  Service's  corporate  strategic  goals.  Postmaster 
General  Marvin  Runyon  has  estabUshed  regular  leadership  meetings  and  invited 
both  labor  and  management  Presidents  to  participate. 

These  meetings  provide  an  environment  of  trust  in  which  to  engage  in  "construc- 
tive conflict"  with  all  members  in  exploring  possible  problems  and  various  courses 
of  action.  The  regular  meetings  are  primarily  to  facilitate  our  corporate  role,  rather 
than  our  functional  management  or  representational  responsibilities. 

I  might  add  that  the  leadership  of  the  group  is  rotated  monthly  among  all  partici- 
pants. I  commend  the  Postmaster  General  for  his  innovative  leadership  style.  It  will 
go  a  long  way  toward  eliminating  a  perceived  autocratic  headquarters  management. 

Since  our  appearance  of  a  year  ago,  the  Postal  Service  continues  its  eventful  and 
controversial  activities.  Restructiuing  draws  both  praise  and  criticism,  while  Postal 
Service  finances  remain  a  front  burner  topic  for  discussion. 

REORGANIZATION  REVIEW 

The  Postal  Service's  restructuring  plan  was  a  bold  move  that  by  many  accounts 
appears  to  have  proven  successfiil.  Postmaster  General  Marvin  Runyon  recently  re- 
ported that  the  Postal  Service  will  deUver  more  than  twice  as  much  mail  in  1994 
as  it  did  in  1971,  and  with  nearly  the  same  number  of  career  employees. 

However,  while  the  management  structure  last  year  eliminated  layers  of  middle 
management  and  some  overhead  positions,  it  however,  was  not  without  problems. 

The  separation  of  Customer  Services  and  Processing  and  Distribution  has  not 
worked  well  in  every  instance.  •  u  t-»- 

Previously,  employees  assigned  to  Customer  Services  could  be  shared  with  Dis- 
tributions and  visa-versa.  Above  all,  there  appears  to  be  a  great  deal  of  confusion 
of  who  is  in  charge  of  what  and  who  has  the  ultimate  responsibiUty  or  authority 
for  running  the  facility — Postmaster  or  Plant  Manager? 

In  some  instances  there  appears  to  be  a  lack  of  training.  A  big  problem  is  cus- 
tomer complaints  about  boxed  mail.  The  plant  employee  boxes  the  mail  and  the 
Postmaster  answers  the  complaints.  Numerous  Postmasters  are  suggesting  that  in 
smaller  facilities  a  consolidation  of  services  be  placed  under  the  direction  of  a  single 
authority. 

Perhaps  the  new  structure  is  going  to  require  more  time  to  work  out  the  bugs. 
Meantime,  there  is  a  lot  of  confusion  and  a  lack  of  unity  at  split  sites. 


The  debate  on  the  Postal  Service  request  for  an  across-the-board  rate  increase  of 
10.3  percent  which  equates  to  a  32  cent  first-class  stamp  is  now  well  under  way. 

A  few  short  months  ago  you  could  have  gotten  odds  from  Washington,  D.C.  to  Las 
Vegas  that  the  1995  first  class  stamp  would  be  35  cents. 

Though  the  past  year  has  been  one  of  major  changes  for  the  Postal  Service,  it  has 
also  been  one  of  progress.  Postmaster  General  Marvin  Runyon  promised  to  keep 
postage  rates  stable  to  1995,  and  he  has  kept  his  word. 

He  also  pledged  to  keep  postage  increases  at  or  below  the  rate  of  inflation,  and 
he  has  accomplished  that  goal.  ,     ,        j  .  r 

The  present  historic  request  calls  for  a  10.3  percent  across-the-board  increase  tor 
all  classes  of  mail,  including  a  32  cent  first-class  stamp.  This  marks  the  first  time 
an  across-the-board  hike  has  ever  been  sought.  And  it  is  below  the  rate  of  inflation 
since  1991.  As  a  matter  of  fact,  according  to  the  U.S.  Bureau  of  the  Labor  Statistics, 
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the  rate  of  consumer  inflation  since  1981  has  risen  68  percent.  Stamp  prices  have 
risen  by  only  60  percent. 

Further,  by  the  time  new  rates  actually  go  into  effect  early  in  1995,  it  will  be  the 
first  time  since  postal  reorganization  in  1971  that  the  postal  service  has  maintained 
rate  stability  for  four  years. 

That's  a  record,  the  longest  period  of  rate  stability  since  the  postal  service  was 
created  in  1970.  And,  when  you  think  about  it,  that's  a  pretty  good  deal  for  any  com- 
pany. Can  you  name  any  other  product  or  service  that  hasn't  increased  in  price  in 
the  last  four  years? 

To  put  this  in  an  even  better  perspective,  consider  if  you  will,  over  these  same 
four  years: 

Electricity  is  up  15.8  percent. 

Natural  heating  gas  is  up  39.2  percent. 

Long  distance  phone  calls  up  8.4  percent. 

Bread  up  10  percent. 

Cable  TV  up  14  percent. 

Average  new  auto  price  up  11.1  percent. 

These  and  almost  anything  imaginable  has  gone  up  while  the  29  cent  stamp  re- 
mained stable. 

COMPETITIVE  COSTS 

Some  people  like  to  refer  to  Postal  Service  competitors  as  being  more  efficient  and 
cost-effective.  Lets  look  at  that.  Since  the  last  Postal  Service  general  rate  increase 
in  February,  1991,  United  Parcel  Service  has  had  four  rate  increases  and  Federal 
Express,  one. 

An  overnight  letter  up  to  8  ounces  by  Express  Mail  costs  $9.95 — by  UPS  $10.75 
and  Federal  Express,  $15.50. 

Second  day  mail  by  air,  up  to  one  pound  by  Priority  Mail,  is  $2.90 — UPS  is 
$6.00— Federal  Express,  $13.00. 

A  comparison  of  first-class  rates  between  the  United  States  and  the  major  coun- 
tries of  the  world  shows  that  the  29  cent  U.S.  Stamp  remains  the  lowest.  Canada 
is  closest  with  32  cents.  Germany  is  56.8  and  Japan  is  73.6. 

U.S.  postage  rates  are  a  world-class  bargain.  Just  think  for  a  moment  what  your 
29  cents  buys.  For  less  than  the  cost  of  a  candy  bar,  the  Postal  Service  will  pick 
up  your  letter  at  home  or  in  your  neighborhood,  carry  it  to  even  the  most  remote 
places  in  this  vast  land,  and  personally  deliver  it  for  you,  and  in  only  a  matter  of 
days. 

Six  days  a  week,  we  serve  a  network  of  123  million  addresses.  We  carry  580  mil- 
lion pieces  of  mail  and  merchandise  each  day.  In  fact,  the  mail  is  what  keeps  eight 
million  small  businesses  in  business. 

ADDED  COSTS 

This  point  is  important — I  can't  stress  it  enough.  The  public,  the  media  and  even 
the  Congress  either  don't  understand  or  doesn't  want  to  understand — that  unlike 
most  other  government  organizations,  the  Postal  Service  does  not  receive  one  penny 
of  tax  money  for  its  operations.  In  fact,  by  the  end  of  this  year,  we  will  have  in- 
curred $8  billion  in  new  costs  passed  on  to  us  by  the  federal  government.  Those  new 
costs  will  exceed  $  15  billion  before  the  end  of  this  decade. 

The  Postal  Service  has  made  a  hugh  contribution  to  deficit  reduction.  Yet,  it  is 
constantly  criticized  about  its  annual  deficits.  Critics  complain  about  the  service 
changing  its  image  to  match  that  of  what  the  Congress  urged  them  to  do  over  twen- 
ty years  ago — be  business-like.  Changing  their  logo  is  a  part  of  that  image  change, 
at  a  cost  of  approximately  $7  million  over  a  half  dozen  or  more  years.  Many  of  those 
same  critics  voted  for  the  Postal  Service  to  absorb  billions  of  dollars  in  additional 
costs  over  the  same  period. 

Now,  the  administration  has  required  the  Postal  Service  to  pay  over  three  fiscal 
years  beginning  in  1995,  a  total  in  excess  of  $1  bilHon  for  the  employees  health  ben- 
efits fund  and  the  civil  service  retirement  and  disabiUty  fund.  An  amount  equal  to 
$347  miUion  in  each  of  fiscal  years  1995,  1996  and  1997. 

This  was  after  the  Congress  twice  agreed  that  this  issue  had  been  settled  in  full. 
How  much  longer  can  the  Congress  assume  that  the  Postal  Service  is  a  "money-tree" 
in  which  they  can  continue  to  pluck  a  biUion  here  and  a  billion  there. 

Without  question,  the  Postal  Service  continues  to  face  many  difficult  challenges. 
One  such  challenge  is  the  enormous  burden  Congress  placed  on  it  by  consistently 
deferring  some  revenue  forgone  fiinds  each  year  which  ultimately  has  resulted  in 
a  42  year  interest  free  loan  to  the  government.  At  the  same  time,  as  I  pointed  out. 
Congress  has  shifted  bilUons  of  dollars  of  additional  costs  to  the  Postal  Service. 
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This,  in  my  judgement,  is  the  sole  reason  that  the  Postal  Service  ended  fiscal  year 
1993,  1.3  biUion  in  the  red. 

A  case  can  be  made  that  the  U.S.  Congress  with  its  annual  raids  on  Postal  Service 
revenues  is  fact — imposing  stamp  taxes  on  the  American  mailing  public. 

In  the  past  year  and  a  half,  the  Postal  Service  has  done  a  number  of  things  to 
reduce  costs  and  postpone  increasing  postage  rates.  They  have  cut  overhead  ex- 
penses, and  focused  on  service  quality  and  customer  satisfaction — Uke  any  business 
seeking  to  improve  its  competitiveness.  By  pushing  back  a  rate  hike  until  1995,  the 
Postal  Service  has  saved  postal  customers  $7  bilUon  in  postage.  Now,  it's  time  to 
raise  the  rates.  So,  in  preparation  for  filing  for  new  postage  rates,  the  Postal  Service 
has  been  talking  with  mailers,  looking  at  other  business  options,  and  trying  to  fig- 
ure out  what's  the  smallest  increase  we  can  all  live  with. 

Simply  put,  you  get  an  "all-American"  value  with  the  U.S.  Mail.  Our  stamp  is  the 
passport  that  lets  you  communicate  with  anyone  anywhere  in  this  country  and  any- 
where in  the  world.  It  always  has  been  and  will  continue  to  be  one  of  the  world's 
best  bargains. 

COMPETITION 

For  the  fiiture,  the  Postal  Service  is  focusing  on  satisfying  our  customers'  needs. 
We  provide  the  American  people  with  the  world's  best  and  least  expensive  postal 
services. 

The  role  of  the  U.S.  Postal  Service  in  the  communications  field  is  basically  no  dif 
ferent  today  than  it  was  in  its  origin.  That  is— to  provide  universal  service.  Whether 
it  was  the  pony  express  and  stagecoach  or  supersonic  airplanes  and  laser  beams, 
the  Postal  Service  meets  the  needs  of  the  most  remote  areas  while  our  competitors 
will  only  travel  the  main  thoroughfares. 

Rural  areas  of  this  country  are  shrinking  as  the  population  continues  its  trend 
toward  urban  living.  However,  only  the  Postal  Service  is  available  to  serve  those 
rural  communities  that  will  continue  to  exist.  High  tech  companies  cannot  be  ex- 
pected to  cover  rural  areas. 

While  business  mail  can  be  expected  to  decUne  due  to  FAX  service  and  other  elec- 
tronic communicative  means,  average  households  are  still  not  likely  to  opt  for  those 
expensive  services.  There  will  always  be  a  need  for  postal  stamps  and  hard  copy  de- 
livery. 

Therefore,  the  Postal  Service  challenge  grows  even  greater  in  that  it  must  com- 
pete in  the  communications  marketplace  on  the  electronic  superhighway  while  it 
carries  out  its  constitutional  mandate  to  provide  universal  rates  and  services. 

PROPOSED  CHANGES 

To  successfully  meet  that  challenge  Congress  must  be  willing  to  permit  the  Postal 
Service  to  play  under  the  same  rules  as  its  competitors  in  the  field  of  rate-setting 
and  financial  flexibility. 

In  our  oversight  testimony  of  1993,  we  asked  this  committee  to  consider  changes 
in  the  rate-setting  process.  We  cited  as  an  example  that  Express  Mail,  Priority  Mail 
and  Parcel  Post  are  highly  competitive  services,  yet.  Federal  Express  and  other  such 
public  entities  can  change  rates  on  a  moments  notice. 

In  drastic  contrast,  if  the  Postal  Service  wished  to  offer  a  "Mother's  Day"  special, 
the  process  which  the  U.S.  Postal  Service  must  follow  to  introduce  such  new  and 
innovative  services  would  require  ten  months,  or  even  longer,  to  implement.  How 
can  the  Postal  Service  be  expected  to  compete  on  that  basis? 

While  we  believe  that  the  whole  rate-setting  mechanism  requires  reviewing,  sure- 
ly, monopoly  and  non-monopoly  services  should  be  handled  separately. 

Rates  for  competitive  mail  should  in  our  judgement,  be  proposed  by  the  Post- 
master General  with  approval  by  the  Postal  Board  of  Governors. 

It  is  time  that  the  U.S.  Postal  Service  be  given  the  latitude  that  Congress  pre- 
scribed in  1970  in  order  to  control  its  operations  and  financial  independence  and  to 
balance  its  books.  The  U.S.  Postal  Service  is  not  funded  by  tax  dollars  and  we  need 
to  do  a  better  job  of  stressing  that  point.  Today's  Postal  Service  operates  solely  on 
its  ability  to  sell  a  service  in  the  communications  marketplace,  a  highly  competitive 
field.  It  must  continue  to  focus  on  improving  and  increasing  its  core  business  while 
keeping  pace  with  the  ever  changing  needs  of  its  customers. 

The  U.S.  Postal  Service  requires  greater  ratemaking  flexibility  to  enhance  its  fi- 
nancial position  and  meet  competitive  challenges. 
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IMPROVING  SERVICE 

Another  proposal  to  this  committee  put  forth  by  the  National  League  of  Post- 
masters a  year  ago  was  one  that  dealth  with  part-time  employment  of  annuitants. 

The  U.S.  Postal  Service  has  a  tradition  of  emplojdng  individuals  to  serve  as  Post- 
master Reliefs  and  Rural  Carriers  Associates.  Last  year's  early  retirement  option 
which  the  Postal  Service  offered  to  its  employees,  resulted  in  thousands  of  Post- 
master retirements.  Those  Postmasters  retirements  provide  a  perfect  opportunity  to 
develop  a  pool  of  retirees  to  serve  in  reUef  capacities  and  without  any  training  costs 
involved. 

I  want  to  commend  Mr.  Sawyer,  Chairman  of  the  Subcommittee  on  Census,  Sta- 
tistics and  Postal  Personnel,  for  introducing  HR  3246,  a  bill  that  wiU  accomplish 
this  goal. 

I  also  wish  to  thank  Mr.  Myers,  Ranking  Members  of  this  Committee,  and  Mr. 
Petri,  Ranking  Member  of  the  Subcommittee  on  Census,  Statistics,  and  Postal  Per- 
sonnel, for  joining  Mr.  Sawyer  in  the  introduction  of  HR  3246.  Mr.  Chairman,  I  am 
pleased  to  announce  that  an  overwhelming  majority  of  the  Members  of  this  commit- 
tee have  co-sponsored  HR  3246  along  with  nearly  150  House  Members  overall. 

We  ask  this  committee  to  support  H.R.  3246,  a  proposal  to  exempt  retired  postal 
employees  from  re-emplojonent  penalties.  This  would  provide  a  reservoir  of  highly 
competent  individuals  to  assure  oiu-  rural  customers  quality  mail  service. 

EMPLOYEE  CONCERNS 

1  would  surely  be  remiss  if  I  failed  to  applaud  the  outstanding  leadership  of 
Chairman  Clay  and  the  support  of  the  Members  of  this  Committee  for  helping  to 
defeat  those  proposals  to  increase  the  minimum  retirement  age  to  65,  along  with 
other  proposed  attacks  on  the  postal/federal  workforce  and  retirees. 

We  know  such  proposals  will  continue  as  the  President's  Commission  on  Entitle- 
ment Reform  makes  its  report  presently  set  for  August  1,  1994.  The  support  of  this 
committee  will  be  required  if  we  Eire  to  hold  onto  our  hard  earned  benefits. 

In  addition,  the  recently  agreed  to  fiscal  year  1995  budget  that  provides  for  $13 
billion  in  unspecified  cuts  in  discretionary  spending  is  concern  for  alarm  that  could 
cause  further  budget  cutting  among  federal  programs  affecting  employees  and/or  re- 
tirees. 

In  the  area  of  health  reform,  the  Federal  Employees  Health  Benefits  Program  is 
confronted  with  a  difficult  fight  for  survival.  On  the  one  hand,  the  administration 
praises  FEHBP  as  a  model  for  Health  Reform,  and  on  the  other,  proposes  its  demise 
in  1997. 

It  is  inconceivable  that  federal  employees  or  retirees  can  retain  their  present  level 
of  benefits  by  being  placed  in  a  national  program. 

CLOSING  SUMMARY 

Mr.  Chairman,  we  believe  the  Posted  Service  to  be  the  best,  most  affordable,  most 
reliable  and  most  personal  communications  support  system  in  the  world.  We  are 
grateftil  for  the  support  the  Postal  Service  receives  from  this  committee,  and  once 
again,  we  seek  that  support  today  in  protecting  the  Postal  Service  revenues  that 
guarantee  a  universal  postal  system. 

Independent  surveys  reveal  that  customer  satisfaction  is  at  a  new  high.  Eighty- 
nine  percent  of  our  residential  customers  approve  of  our  services,  while  58  percent 
of  our  overall  service  is  rated  excellent  or  very  good. 

We  know  we  cannot  maintain  those  levels  without  increasing  our  efforts  and  de- 
veloping new  and  innovative  means  to  keep  pace  with  the  communications  market- 
place. One  thing  we  have  learned  is  that  die  Postal  Service  cannot  be  efficient  and 
effective  if  we  are  expected  to  be  both  a  corporate  and  government  entity  working 
under  antiquated  rules. 

I  will  be  pleased  to  respond  to  any  questions. 

Mr.  Sawyer.  Thank  you  very  much. 

Mr.  Palladino. 

Mr.  Palladino.  Mr.  Chairman,  I  am  Vince  Palladino,  and  I  am 
president  of  the  National  Association  of  Postal  Supervisors.  And  I 
am  joined  today  by  my  legislative  assistant,  Bob  McLean. 

Today  I  am  testifying  on  behalf  of  over  35,000  active  and  3,000 
retired  postal  supervisors  and  managers.  We  appreciate  the  com- 
mittee holding  this  hearing,  which  annually  provides  us  the  oppor- 
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tunity  to  discuss  some  of  our  more  pressing  concerns  about  the  fu- 
ture of  the  Postal  Service. 

I  would  like  to  summarize  my  statement  very  quickly. 

Mr.  Sawyer.  You  will  hear  no  objection. 

Mr.  Palladino.  I  didn't  think  so. 

Mr.  Sawyer.  But  we  will  include  the  entire  text  of  your  state- 
ment for  the  record. 

Mr.  Palladino.  It  is  no  secret  that  we  were  not  happy  with  the 
restructuring,  specifically  the  across-the-board  cuts,  which  proved 
to  be  very  detrimental  as  everybody  knows  in  Chicago. 

Supervisors  were  not  there,  and  neither  were  the  craft  employees 
that  were  needed.  We  hope  that  the  Postal  Service  has  learned  that 
there  are  certain  large  cities  that  need  special  attention.  And  we 
hope  that  they  are  taking  care  of  that  before  we  read  it  in  the 
newspapers. 

We  are  still  having  some  difficulty  in  balancing  service  and  budg- 
et in  all  our  different  places,  and  I  think  they  haven't  learned  yet 
how  to  do  that.  We  feel  that  we  are  going  in  the  right  direction, 
although  it  is  very  slow,  with  our  leadership  meetings  and  our  per- 
formance clusters. 

And  I  giiess  unusually,  we  are  of  the  opinion  that  the  break  be- 
tween delivery  and  processing  should  not  be  a  detriment,  that  it  is 
a  question  of  egos  and  that  they  should  learn  to  work  as  a  team, 
and  that  it  can  be  resolved  at  their  level  with  a  little  cooperation 
on  both  sides  of  the  house. 

I  think  that  is — they  are  slow  in  learning  that. 

Also,  we  are  happy  with  the  rate  increase.  This  is  the  first  time 
that  most  of  our  customers  are  agreeable  to  it,  and  we  think  that 
is  a  step  in  the  right  direction.  And  I  think  we  are  convinced  that 
our  R&D  people  are  taking  us  in  the  right  direction,  and  that  our 
increased  commitment  to  automation  will  keep  us  going  for  a  long 
time,  as  long  as  the  written  word  is  the  way  to  go. 

And  of  course  the  introduction  of  our  remote  encoding  sites  will 
help  us  in  that  direction.  And  we  are  happy  about  the  marketing 
strategy  of  the  future  that  our  people  are  working  on.  The  Time- 
Warner  agreement  is  an  example  of  that,  and  we  intend  to  seek 
every  opportunity  to  get  into  the  future  information  highway. 

That  sums  it  up  for  us,  Mr.  Chairman,  we  will  be  glad  to  answer 
any  questions. 

[The  prepared  statement  of  Mr.  Palladino  follows:] 

Prepared  Statement  of  Vince  Palladino,  President,  National  Association  of 
Postal  Supervisors 

Mr.  Chairman,  my  name  is  Vince  Palladino,  and  I  am  president  of  the  National 
Association  of  Postal  Supervisors.  Today  I  am  testifying  on  behalf  of  over  35,000  ac- 
tive and  3,000  retired  postal  supervisors  and  managers.  We  appreciate  the  commit- 
tee holding  this  hearing,  which  annually  provides  us  the  opportunity  to  discuss 
some  of  our  more  pressing  concerns  about  the  future  of  the  Postal  Service. 

In  the  year  since  I  last  testified  before  this  committee,  the  Postal  Service  has 
made  significant  improvement  in  its  labor/management  and  its  intra-management 
relations,  extended  the  rate  cycle  to  an  unprecedented  four  years,  improved  the  pace 
of  its  automation  program  and  prepared  for  a  historical  change  in  its  rate  structure. 
The  year  has  not  been  without  its  setbacks,  however,  and  the  coming  year  will  be 
stressful  and  potentially  difficult,  as  we  complete  the  current  rate  case,  prepare  for 
the  next  one  on  classification  changes,  and  work  through  both  collective  bargaining 
for  the  craft;  unions  and  pay  consultations  for  the  management  associations,  NAPS 
included.  I  wUl  comment  briefly  on  each  of  these  areas  of  concern. 
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The  Postal  Service  has  struggled  through  a  divisive  and  disrupting  restructuring 
that  Postmaster  General  Marvin  Runyon  started  in  1992,  and  simiiltaneously  and 
with  considerable  difficulty  managed  to  go  four  years  without  raising  rates.  Had 
Congress  and  recent  administrations  not  demanded  billions  of  dollars  from  the  Post- 
al Service,  who  knows  how  long  we  might  have  been  able  to  work  witiiout  filing  for 
higher  rates.  This  unprecedented  four-year  rate  cycle  has  done  much  to  satisfy  our 
largest  customers,  who  are  rightly  concerned,  as  much  as  any  employee  organiza- 
tion, about  the  Postal  Service's  ability  to  price  its  products  competitively. 

Our  goal  of  Hmiting  the  FY  1993  deficit  to  $1,344  billion  is,  at  the  least,  ambi- 
tious, and  at  the  worst,  unrealistic.  Achieving  this  goal,  or  coming  close  to  achieving 
it,  will  be  necessary  if  the  rate  increase  schedule  for  implementation  in  early  1995 
is  to  work.  NAPS  supports  the  concept  that  PMG  Runyon  is  pursuing  by  filing  for 
smaller  increases  over  fewer  years.  More  importantly,  our  largest  customers  nave 
endorsed  the  idea. 

This  new  partnership  in  approaching  rate  cases  is  one  of  the  most  notable 
achievements  of  the  last  year  and  one  I  hope  it  will  continue  when  the  Postal  Serv- 
ice files  a  case  with  the  Postal  Rate  Commission  to  alter  dramatically  the  decades- 
old  classification  system.  Reaching  consensus  on  this  issue  will  not  be  easy  as  it  was 
on  the  proposed  10.3  percent  rate  increase,  but  we  are  very  happy  to  see  the  level 
of  communication  with  our  customers  improve,  and  hope  the  same  improvements 
will  occur  in  the  way  senior  managers  relate  to  middle  management  and  first-line 
supervisors. 

One  of  the  concepts  Runyon  has  introduced  in  the  last  year  is  the  performance 
cluster,  or  PC,  which,  along  with  the  leadership  team  concept,  provides  a  new  and 
better  opportunity  we  asked  for  vears  ago.  Of  course,  the  opportunity  for  commu- 
nication does  not  necessarily  result  in  communication. 

When  he  testified  before  the  Senate  oversight  committee  earlier  this  year,  Runyon 
said  that  about  fifty  of  the  PCs  were  working  well,  and  that  the  other  thirty-five 
were  not.  I  wish  he  had  indicated  the  names  of  the  thirty-five  so  we  could  compare 
his  list  with  oiu-  list  of  PCs  that  have  only  given  NAPS  a  symbolic  role,  or  the  few 
where  we  haven't  even  been  invited  to  participate  at  all.  We  still  have  managers 
in  the  field  who  want  to  work  on  their  own,  unencumbered  by  those  they  view  as 
outside  interference.  I  intend  to  use  the  Leadership  Team  meetings,  held  nearly 
every  week  in  Washington,  as  the  last  resort  in  correcting  these  situations  where 
managers  refuse  to  involve  NAPS  or  any  other  employee  group  in  a  meaningful  way. 
These  are  opportunities  we've  never  had  before  and  senior  postal  managers  are  to 
be  recognized  for  providing  them. 

The  question  remaining  to  be  answered,  then,  is  what  wiU  happen  to  those  man- 
agers who  refuse  to  meet  with  employee  organizations,  who  refuse  to  address  seri- 
ous delivery  problems,  and  who  ignore  long-standing  issues  preventing  postal  super- 
visors and  their  employees  from  doing  their  jobs?  I  believe  the  recent  actions  taken 
in  Chicago  provide  an  indication  of  Washington's  reaction.  But  why  did  the  situation 
have  to  deteriorate  to  the  point  it  did  before  any  action  was  taken,  and  as  impor- 
tant, what  are  we  doing  to  prevent  the  next  Chicago  from  becoming  headline  news? 

Many  of  Chicago's  problems  pre-date  the  1992-1993  restructure,  but  they  were 
made  worse  by  the  restructure.  Our  branch  officers  there  predicted  that  system 
wide  problems  were  inevitable,  months  before  they  occurred,  but  no  one  took  their 
warnings  seriously.  That  is  only  one  indication  that  the  Chicago  PC  was  not  a  suc- 
cess and  the  members  did  not  work  together.  Let  me  give  you  some  examples  of  the 
city's  problems,  and  keep  in  mind  that  the  management  style  used  there  is  not 
unique  to  Chicago. 

Because  of  the  enormous  nationwide  reductions  in  supervisory  levels  made  during 
the  restructure — made  without  any  hard  data  suggesting  how  deep  the  cuts  should 
be — and  because  of  the  early  out  program,  almost  eighty  percent  of  all  delivery  sta- 
tion managers  left  their  jobs.  In  many  cases  they  were  replaced  by  individuals  with 
no  previous  experience  in  delivery  operations.  The  supervisor  might  have  come  from 
marketing  or  human  resources  or  mail  processing,  yet  they  received  little  or  no  for- 
mal training  in  running  their  new  operations. 

The  situation  was  further  complicated  by  the  outdated  buildings  in  which  the  de- 
livery units  were  housed.  Routes  had  not  been  examined  in  years  and  were  out  of 
adjustment,  meaning  that  carriers  were  delivering  mail  on  routes  that  required  ten 
or  twelve  hovu-s  to  complete,  instead  of  eight.  Managing  this  type  of  situation  is  dif- 
ficult for  even  an  experienced  supervisor,  so  we  should  not  have  been  surprised  to 
learn  that  many  of  these  new,  untrained  individuals  were  unprepared  to  manage 
the  situations  into  which  they  were  put. 

In  the  first  thirty  days  since  Chicago's  problems  received  attention  from  USPS 
Headquarters,improvements  have  been  made.  Supervisors  have  finally  received 
training,  dozens  of  carriers  and  window  clerks  have  been  hired,  and  outdated  or  bro- 
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ken  equipment,  especially  telephones,  have  been  replaced.  These  changes  were  need- 
ed long  ago,  were  recommended  long  ago,  but  it  wasn't  untU  thousands  of  pieces  of 
undelivered  mail  were  uncovered  and  a  large  congressional  delegation  demanded  ac- 
tion that  action  was  taken.  Although  the  short-term  assistance  provided  by  a  special 
task  force  is  appreciated  in  Chicago,  we  hope  that  this  special  attention  given  to  the 
city  isn't  short  term,  and  that  such  issues  as  training  receive  the  long-term  atten- 
tion they  require.  Furthermore,  it  remains  to  be  seen  whether  USPS  Headquarters 
will  apply  the  lessons  learned  in  Chicago  and  apply  them  to  other  large  metropoli- 
tan areas. 

Let  me  give  you  another  example  of  a  well  known  problem  with  what  seems  to 
us  an  obvious  solution,  but  here  again  the  postal  management  avoids  taking  the 
necessary  action.  In  a  small  number  of  cities  the  Postal  Service  is  about  to  test  the 
hiring  of  supervisors  from  outside  the  Postal  Service  who  would  work  in  mail  proc- 
essing centers.  Members  of  this  committee  who  have  walked  through  a  general  mail 
facility  and  who  understand  the  nature  of  the  work  performed  there  may  find  this 
as  hard  to  believe  as  we  do. 

The  reason  for  hiring  from  the  outside  is  that  the  facility  managers  cannot  get 
any  qualified  candidates  to  apply  for  the  supervisory  positions,  not  locally  or  in  Qie 
surrounding  area.  The  first  response  to  most  managers  to  such  a  problem  would  be 
to  ask  why;  what  is  so  awfiil  about  the  job  or  the  facility  or  the  employees  that  no 
qualified  candidates  apply  for  them?  I've  asked  this  question,  and  so  have  oiu*  offi- 
cers where  these  problems  exist.  But  instead  of  determining  the  problem  and  cor- 
recting what  is  obviously  an  undesirable  situation,  the  Postal  Service  wants  to  hire 
individuals  with  no  postal  experience  whatsoever  and  put  them  to  work  in  a  place 
that  has  so  many  problems  that  no  quahfied  craft  employees  would  get  near  the  jobs 
these  outsiders  would  fill. 

Our  failure  to  address  problems  that  have  deterred  employees  from  moving  into 
management  contribute  eventually  to  the  service  problems  and  the  loss  of  oiu- 
cutomers'  goodwill  in  places  Uke  Chicago.  This  failure  also  creates  a  secondary  prob- 
lem that,  in  the  long  run,  could  have  a  more  serious  threat  to  the  Postal  Service's 
future.  They  provide  the  grounds  for  introduction  proposals  for  reforming  the  Postal 
Reorganization  Act. 

Most  notable  are  the  bills  that  would  decriminalize  sections  of  the  PRA  that  allow 
the  Postal  Service  to  pursue  violators  who  circumvent  the  mail  monopoly,  without 
which  we  cannot  exist.  I  don't  know  if  the  individuals  who  introduce  such  measiu-es 
do  so  out  of  frustration  with  our  service,  as  a  favor  to  a  constituent,  or  in  a  back- 
door attempt  to  privatize  the  Postal  Service.  But  if  allowed  to  become  law,  these 
proposals  will  privatize  the  institution. 

This  situation  is  complicated  by  the  fact  that,  for  most  members  of  Congress  and 
their  staffers,  the  PRA  and  the  problems  with  the  old  Post  Office  Department  that 
lead  to  its  passage  are  ancient  history.  There  are  very  few  members  in  either  cham- 
ber who  were  in  Congress  in  1970,  or  who  have  taken  the  time  to  read  or  research 
the  act.  I  know  many  of  them  don't  understand  it,  and  don't  understand  the  effect 
bills  like  S  1541  and  HR  3792  would  have.  This  is  where  we  need  the  committee's 
help:  educating  members  and  staffers  on  the  law  and  on  the  monopoly.  We  all  must 
do  a  better  job  of  explaining  how  the  institution  is  structured,  a  better  job  of  point- 
ing out  triumphs  like  an  unprecedented  four-year  rate  cycle,  and  a  better  job  of 
eliminating  misconceptions  such  as  the  belief  that  the  Postal  Service  is  supported 
by  taxpayer  dollars,  even  though  members  of  this  committee  know  it  has  been  years 
since  that  was  the  case. 

What  would  eliminate  much  of  the  criticism  of  the  Postal  Service,  of  course,  is 
the  best  possible  service  at  reasonable  rates.  That  cannot  happen  unless  we  change 
the  culture  within  the  Postal  Service.  Marvin  Runyon  has  taken  that  necessary  first 
step  of  creating  the  opportunity  for  communication.  What  we  will  be  watching  to 
see  is  what  he  will  do  to  those  managers  who  refuse  the  opportunity,  who  respond 
to  budgetary  pressure  by  adding  to  supervisors'  stress,  rather  than  finding  a  way 
to  address  problems  that  can  be  resolved. 

At  next  year's  oversight  hearing,  we  will  report  on  how  such  situations  were  ad- 
dressed, but  you  will  probably  already  know  the  answer  by  the  quality  of  the  sei-vice 
we  give  your  constituents. 

Thank  you,  Mr.  Chairman.  I  would  be  happy  to  answer  any  questions  you  may 
have. 

Mr.  Sawyer.  Thank  you  all  again.  Let  me  just  mention  one  more 
time,  I  know  that  the  temptation  any  time  we  talk  about  the  raids 
on  the  postal  revenues,  is  to  speak  of  it  as  being  the  Congress. 
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I  think  it  is  important,  as  long  as  we  are  doing  shared  blame  tak- 
ing, that  we  make  clear  that  members  of  this  committee  have 
struggled  mightily  against  that  effort.  The  impetus  in  that  direc- 
tion has  as  much  source  from  the  administrative  side  as  it  does  the 
legislative  side. 

That  is  not  to  back  away  from  responsibility,  but  to  recognize 
that  we  are  all  in  this  together.  And  in  any  case,  I  appreciate  your 
raising  the  issue.  I  don't  mean  by  these  comments  to  diminish  the 
importance  of  the  issue  that  you  have  mentioned. 

Let  me  just  ask,  in  very  general  terms,  each  of  you  has  men- 
tioned in  one  way  or  another  your  concern  about  training.  In  this 
sense,  I  assume  that  you  are  talking  not  only  about  traditional 
training  that  is  required  for  those  who  are  moving  rapidly  within 
a  personnel  structure  at  a  time  of  restructuring  and  change,  but 
some  of  the  emerging  issues  of  training  that  deal  with  shifts  in 
technology,  management  of  new  levels  and  kinds  of  violence,  and 
the  potential  for  substance  abuse  to  spread  within  a  work  force,  not 
differently  from  the  rest  of  the  society,  but  in  a  way  that  the  rest 
of  society  must  confront. 

Could  you  comment  on  that  from  a  training  point  of  view?  Mr. 
Games? 

Mr.  Games.  Yes,  I  agree  with  what  you  said.  When  we  talk  about 
training,  we  are  talking  about  both  types  of  training,  very  basic 
training  that  has  sort  of  been  forgotten  in  the  last  2  years  also. 

Last  week,  I  believe  it  was,  I  met  with  Mr.  Sam  Matoni  who  is 
over  the  postmaster  training  across  the  Nation,  and  we  talked 
about  the  fact  that  as  I  am  out  in  the  field  talking  to  postmasters 
that  many  of  the  postmasters  who  are  getting  in  trouble  for  not 
knowing  certain  things  that  are  part  of  their  jobs  didn't  know  that 
it  was  part  of  their  jobs. 

A  lot  of  these  postmasters  came  from  backgrounds  in  processing 
or  human  resources  or  financial  or  whatever,  and  when  they  come 
into  the  level  of  postmaster  position,  they  are  just  not  aware  that 
there  are  certain  things  that  they  are  supposed  to  be  doing. 

In  the  past,  these  people  were  given  2  or  3  weeks  of  training  at 
Bethesda  or  some  place  else  in  the  country.  That  had  just  about 
stopped  for  2  or  3  years.  I  am  told  that  it  will  start  again. 

And  we  are  managing  a  different  work  force  today  than  we  did. 
There  is  drugs,  violence,  and  a  lot  of  things  like  that.  We  do  believe 
that  more  focus  needs  to  be  done  in  that  area. 

Mr.  Olvera.  Mr.  Chairman,  I  have  to  agree  with  Mr.  Games. 
The  training  of  modules  and  courses  have  been  put  together  for 
some  time  now,  and  I  am  glad  to  hear  that  they  are  putting  a  lot 
of  emphasis  on  treatment  of  people  and  how  to  manage  under  this 
new  society  that  we  are  in. 

But  our  concern  is  that  they  receive  training  where  they  need  it, 
in  the  field.  We  need  people  to  be  trained  and  my  understanding 
from  Sam  Matoni  is  that  this  is  indeed  right  around  the  corner,  un- 
fortunately, in  my  view,  it  is  about  a  year-and-a-half  late. 

Mr.  Palladino.  I  would  agree  on  the  training,  individual  train- 
ing for  the  job  process.  But  I  think  we  need  even  more  than  that. 
When  it  comes  to  violence  and  the  work  room  floor,  the  answer  is 
joint  training  when  we  get  together  with  the  craft,  much  the  same 
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that  they  are  doing  with  route  examinations,  learning  to  examine 
and  put  the  routes  together. 

I  think  we  have  to  sit  down  together  and  decide  what  we  want 
on  the  work  room  floor.  And  once  we  all  buy  into  that,  the  training 
would  come  for  each  and  every  one.  There  would  be  no  job  levels 
in  that  type  of  training.  And  I  think  that  would  bring  us  to  success. 

Mr.  Sawyer.  It  has  almost  become  an  article  of  faith  that  as  we 
talk  about  the  transition  that  we  are  moving  through  as  a  society, 
that  we  talk  about  training  and  continuous  education,  not  as  some- 
thing that  you  do  incrementally,  but  rather  something  that  is  as 
much  a  part  of  the  productive  workplace  as  production  is  itself.  It 
seems  to  me  that  one  of  the  places  where  we  have  the  opportunity 
to  learn  from  those  lessons  as  well  is  any  other  work  force  that  you 
are  charged  with  helping  to  manage. 

And  it  is  not  something  I  have  seen  brought  to  reality  as  quickly 
as  I  think  any  of  us  might  have  hoped.  Some  of  the  other  areas 
where  we  see  these  kinds  of  difficulties  are  in  more  traditional 
areas. 

Could  you  comment  on  how  the  leadership  team  is  working  in 
order  to  prevent  harassment,  particularly  sexual  harassment  and 
other  kinds  of  discrimination  in  the  workplace  itself? 

Mr.  Olvera.  The  leadership  team  has  not  addressed  that  issue! 
There  is  a  separate  team  working  on  violence  in  the  workplace 

Mr.  Sawyer.  Would  it  be  worthwhile  to  undertake  that? 

Mr.  Olvera.  I  think  it  would. 

Mr.  Sawyer.  Let  me  ask  you,  then,  about  substance  abuse.  The 
work  that  is  going  on  to  not  only  deal  with  it,  but  to  provide  trust- 
worthy assistance  to  employees  who  are  seeking  to  avail  them- 
selves of  whatever  help  is  available. 

Mr.  Olvera.  That  has  been  discussed  along  with  several  other 
presentations.  In  addition,  an  Employee  Assitance  Program  is  in 
the  works. 

Since  we  have  so  many  States  now  with  open  gambling,  this  also 
may  become  a  problem  or  addiction  to  employees,  and  I  feel  there 
is  a  need  to  address  this  as  well. 

Mr.  Saw'YER.  Others? 

Mr.  Palladino.  I  believe  the  violence  committee  that  we  have 
working  is  a  better  tool  than  the  leadership  because  we  have  more 
participation  there.  And  we  have  already  set  up  a  team  that  will 
investigate  problem  areas  for  us,  a  fact-finding  team. 

And  I  think  that  as  long  as  we  pursue  these  issues  together  and 
work  together  as  a  group  to  decide  what  type  of  a  work  room  we 
want,  then  we  will  get  there.  We  can't  do  it  separately.  We  have 
to  do  it  together. 

The  craft  unions  have  to  join  in  with  the  managers,  the  post- 
masters, and  undermanagement  to  get  this  done,  and  I  think  the 
violence  committee  is  even  more  ahead  than  the  leadership  may  be. 

Mr.  Sawyer.  From  another  hearing  before  this  committee,  one  of 
the  most — one  of  the  topics  that  brought  deepest  concern  to  me  was 
the  suggestion  that  the  Employee  Assistance  Program  had  been 
used  to  focus  efforts  on  enforcement. 

It  seems  to  me  that  if  you  are  going  to  sustain  the  kind  of  con- 
fidence that  we  all  need  to  make  an  Employee  Assistance  Program 
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work,  that  those  two  purposes  are  just  totally  incompatible  and 
need  to  be  kept  entirely  separate  from  one  another. 

It  is  difficult  at  a  time  when  you  are  trying  desperately  to  both 
enforce  the  law  and  assist  employees.  It  seems  to  me  that  one  of 
the  best  ways  to  enforce  the  law  is  to  make  sure  that  the  employ- 
ees have  the  confidence  that  they  will  be  assisted  and  not  harmed 
by  involvement  in  that  kind  of  program. 

Mr.  Olvera.  I  am  afraid  that  could  hurt  our  program  in  the  fact 
that  some  of  this  information  that  supposedly  was  confidential  was 
used.  But  we  recognize  that  there  is  an  abuse  problem  with  em- 
ployees as  it  is  within  our  society,  it  is  a  nationwide  problem. 

Within  the  National  League  of  Postmasters,  here  is  a  program 
that  has  been  ongoing  for  5  or  6  years.  At  conventions,  we  always 
have  sessions,  and  provide  counselors.  We  are  hopeful  that  these 
sessions  have  changed  some  lives. 

Mr.  Sawyer.  That  is  good  to  hear. 

Let  me  turn  to  the  question  of  divided  responsibilities.  We  have 
talked  about  it  earlier  this  morning.  Each  of  us  has  mentioned  it 
in  one  way  or  another. 

The  split  between  processing  and  distribution  and  customer  serv- 
ice is  one  that  has  drawn  real  attention.  On  the  one  hand,  we  have 
heard  it  both  described  an  intrinsically  flawed  management  struc- 
ture on  the  one  hand,  and  on  the  other,  as  providing  a  healthy  ten- 
sion between  competing  forces  on  the  other. 

Could  you  share  with  me  what  your  sense  of  where  the  greater 
truth  lies  and  how  best  we  might  address  the  concerns  that  this 
split  has  raised? 

Mr.  Games.  I  believe  there  is  tension  there.  Whether  it  is  healthy 
or  not,  I  don't  believe  so.  As  I  travel  around  and  talk  to  people,  that 
subject  comes  up,  no  matter  what  State  I  am  in,  which  district, 
what  area  I  am  in. 

It  comes  up  and  I  have  yet  to  find  one  person  at  any  level,  other 
than  here  at  headquarters,  that  believes  that  it  is  healthy,  that  it 
is  going  to  push  the  Postal  Service  ahead,  that  we  are  going  to 
make  the  necessary  things  to  help  service  or  anything  else. 

I  believe  that  we  need  to  relook  at  that.  I  am  not  saying  to  bust 
it  up  right  now,  but  we  need  a  group  of  people  to  go  out  and  look 
at  those  and  really  do  some  research  into  why  it  is  not  working. 

And  I  believe  the  final  outcome  will  be  that  we  need  someone  in 
charge  of  those  performance  clusters.  We  just  don't  have  it. 

Mr.  Sawyer.  Mr.  Olvera. 

Mr.  Olvera.  I  have  had  personal  meetings  with  Mr.  Runyon  and 
basically  I  was  telling  him  about  some  of  the  problems  in  smaller 
facilities.  Particularly  where  there  are  less  than  200  employees. 

There  is  an  ego  thing.  It  would  appear  that  two  people  ought  to 
be  able  to  be  able  to  work  together  for  the  good  of  the  Service. 
However,  it  just  doesn't  seem  to  work  out  because  the  plant  man- 
ager has  his  or  her  boss,  and  the  postmaster  has  a  different  boss. 

The  postmaster  might  ask  the  plant  manager  for  his  mail  a  little 
earlier,  in  the  morning.  Maybe  the  plant  manager  is  willing  to 
oblige,  but  his  boss  is  telling  him,  you  are  using  too  many  hours, 
and  you  have  certain  constraints  that  make  it  difficult  to  cooperate. 
Therefore,  they  are  unable  to  agree.  Whereas  a  single  authority 
could  avoid  such  conflicts  in  decision  making. 
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Mr.  Sawyer.  Mr.  Palladino,  I  heard  you  suggest  that  there  was 
a  different  idea. 

Mr.  Palladino.  I  have  a  totally  opposite  viewpoint,  and  I  think 
that  we  should  look  where  it  does  work.  And  we  do  have  many, 
many  clusters  where  this  system  is  working.  The  Postmaster  Gen- 
eral has  met  with  every  area  where  they  brought  in  their  best  clus- 
ter. And  in  each  and  every  one  of  those  clusters,  it  was  working. 
They  worked  together. 

And  in  fact  we  have  one  large  city  which  we  did  a  writeup  on, 
which  is  an  anomaly,  the  largest  city,  Boston,  which  has  a  cus- 
tomer service  index  of  in  the  nineties,  which  is  probably  the  only 
large  metropolitan  city  that  has  that — ^that  enjoys  that  rating. 

And  we  find  over  there  that  they  work  together  very  well.  And 
so,  where  it  does  work,  there  are  fruits  to  be  gained  there.  Where 
it  doesn't  work,  yes,  naturally,  the  cluster  is  not  going  to  be  doing 
as  well. 

But  I  think  in  many  cases,  and  I  am  not  saying  all,  but  in  many 
cases  it  is  a  matter  of  ego,  and  I  think  once  they  get  over  that  and 
learn  to  work  together  as  a  team,  much  the  same  as  we  have  to 
learn  at  the  leadership  meetings  and  working  together  with  the 
crafts,  it  is  a  change  of  culture,  and  I  think  they  have  to  learn  it. 

And  it  may  be  the  strain  of  the  change  that  is  causing  it  to  be 
very  slow  in  some  areas,  but  I  think  it  should  work. 

Mr.  Sawyer.  I  hear  you  saying  that  where  it  does  work,  it  works 
because  of  human  accommodation  and  the  ability  to  get  past  it.  If 
it  is  so  fragile  that  it  falls  victim  and  comes  apart  where  there  is — 
there  is  bound  to  be  in  any  human  enterprise — personality  conflict, 
are  there  changes  in  the  structure  that  could  help  to  overcome  that 
and  bring  about  the  best  in  a  situation  that  you  seem  to  see  some 
potential  for  good  in? 

Mr.  Palladino.  The  only  reason  I  would  disagree  with  that,  is 
that  I  have  30  years  experience  of  processing  and  distribution  and 
delivery  never  really  getting  along  under  any  circumstances,  even 
when  they  were  under  one  person.  They  never  got  along  then. 

If  the  division  manager  at  the  time  came  from  processing  and 
distribution,  he  would  favor  that  side  of  the  house.  If  he  happened 
to  be  promoted  from  delivery,  he  would  favor  that  side  of  the  house. 
So  I  don't  put  much  stock  in  that  type  of  thing  because  we  have 
30  years  of  not  getting  along. 

And  I  think  it  is  about  time  we  grew  up  and  we  worked  together 
as  a  team  and  drop  our  egos  and  get  the  job  done.  One  person  has 
to  process  it,  and  the  other  one  has  to  deliver  it. 

Mr.  Sawyer.  Other  comments? 

Mr.  Games.  Obviously,  we  disagree. 

Mr.  Sawyer.  And  I  don't  mean  to  suggest  that  we  are  going  to 
resolve  this  this  morning,  and  I  am  not  trying  to  do  one  of  these 
numbers  where  we  goad  you  to  the  center  of  the  ring. 

Mr.  Games.  What  I  hear,  and  I  know  of  many  cases  where  peo- 
ple, it  is  managers  of  P&D  and  customer  service  were  best  friends. 
One  mentored  the  other  through  the  whole  process. 

And  in  the  year  that  it  has  been  this  way,  they  can't  stand  each 
other  now.  And  these  are  people  who  have  known  each  other  and 
worked  together  for  many  years.  I  believe  we  need  somebody,  one 
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person  to  make  the  final  decision.  And  a  lot  of  it  is  because  it  is 
inherent. 

There  have  always  been  problems,  but  you  did  have  someone, 
even  if  you  favored  one  over  the  other,  to  make  the  decision  and 
go  on.  We  don't  have  that  now. 

Mr.  Sawyer.  Thank  you  all  very  much.  I  appreciate  the  com- 
ments, in  addition,  about  the  legislative  issues,  health  care,  retire- 
ment age,  cola's  and  the  rest.  They  certainly  come  to  bear  about 
the  broader  issues  that  we  are  here  to  discuss  this  morning.  And 
so  we  take  them  into  account. 

If  you  have  any  further  comments  that  you  would  like  to  add,  the 
record  of  the  committee  will  remain  open  and  I  hope  that  if  other 
members  of  the  committee  have  questions  that  they  would  like  to 
submit  to  any  of  the  witnesses  this  morning  in  writing,  that  you 
would  be  willing  to  reply  to  those  in  that  format. 

If  there  is  no  further  business  to  come  before  us  today,  thank  you 
very  much.  We  stand  adjourned. 

[Whereupon,  at  1:04  p.m.,  the  committee  was  adjourned.] 

[Additional  material  submitted  for  the  record  follows:] 

Postal  Managers  of  America, 

May  10,  1994. 
Mr.  William  L.  Clay, 

House  of  Representatives,  Chairman,  Committee  on  Post  Office  and  Civil  Service, 
Washington,  DC. 

Dear  Mr.  Clay:  I  am  in  receipt  of  your  letter  dated  May  5,  1994.  I  want  to  thank 
you  for  the  opportunity  to  have  my  written  statement  entered  into  the  record  of 
your  committee  hearings  on  the  Postal  Service. 

I  have  been  employed  by  the  U.S.  Postal  Service  for  going  on  31  years.  Thirteen 
of  these  years  were  as  a  Postal  Inspector.  Several  years  have  been  devoted  as  a  high 
level  manager  and  Postmaster  in  an  outstanding  manner.  My  service  record  would 
speak  louder  than  may  words. 

1992  brought  forth  a  reorganization  in  the  Postal  Service.  Words  such  as  partner- 
ship, empowerment,  dignity  and  respect  were  being  verbalized  by  the  Postmaster 
General  on  down.  Many  of  my  managers  and  Postmasters  in  the  field  really  believed 
that  this  might  be  a  new  beginning  for  cultural  change  and  the  elimination  of  that 
"good  old  buddy"  system  in  the  Postal  Service.  Within  a  short  period  of  time,  many 
of  us  had  figured  it  out  that  this  new  reorganization  was  just  another  slick  trick 
by  the  bureaucrats  of  the  Postal  Service  in  placing  their  friends  and  associates  in 
high  level  jobs,  and  that  the  "numbers"  game  was  alive  and  well.  We  in  the  field 
haven't  heard  the  initial  words — partnership,  empowerment,  dignity  and  respect  for 
months,  and  really  don't  plan  to  hear  of  them  again. 

With  all  the  heat  that  the  newspapers.  Federal  Times,  House  of  Representatives, 
and  other  periodicals  are  putting  on  the  top  brass  of  the  Postal  Service,  perform- 
ance, numbers  crunching,  and  pressure  tactics  have  surfaced  as  the  leading  higher 
management  goals.  It  should  be  remembered  that  the  PMG  has  mentioned  that  he 
would  like  to  reward  positive  performance  to  Postal  executives  (the  top  1,000)  with 
an  average  of  $8,300,00  bonus.  The  motivation  becomes  easy  for  these  people. 

Since  reorganization  automation  is  still  ineffective,  mail  flows  from  the  P&D's  to 
the  post  offices  are  poor  which  results  in  carriers  leaving  the  offices  late,  working 
relationships  have  become  fragmented  with  territorial  battling,  working  together 
with  labor  is  just  talk  (in  actuality,  higher  management  expects  the  Postmasters 
and  lower  level  managers  to  dig  in  and  fight  with  the  Unions  to  get  productivity), 
customer  service  programs  are  being  dismantled  by  higher  management  in  order  to 
save  a  buck,  the  "good  old  buddy"  network  is  alive  and  well  (many  higher  level  man- 
agers are  in  jobs  that  they  don't  have  a  clue  as  to  how  to  be  successful),  and  a  "Roy- 
alty" attitude  exists  with  the  executives  in  that  any  amount  of  money  spent  on 
themselves  is  justified  as  an  example  the  $250,000.00  renovation  of  the  office  in 
Chicago,  the  $40,000.00  for  furniture  in  Denver  at  the  Area  Office,  not  to  mention 
Infiniti  staff  cars  for  District  Managers,  and  getting  "cream"  jobs/positions  for  execu- 
tive family  members. 
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Enclosed  is  a  copy  of  the  JUNE,  1994  BULLETS  that  I  would  like  to  be  entered 
into  the  record  along  with  the  other  copies  sent  to  your  office  which  deals  with  very 
specific  issues  on  a  local  and  national  level. 

Also,  why  is  the  Postal  Service  still  building  mail  processing  centers  when  people 
are  predicting  a  large  drop  in  first  class  mail  voliune  due  to  the  SUPERHIGHWAY? 
Again,  there  has  been  literally  no  savings  fi-om  automation  since  we  started  spend- 
ing bUlions  four  years  ago.  The  number  of  employees  is  about  the  same,  if  not  more 
than  it  was  three  years  ago,  and  the  mail  flows  to  the  post  offices  is  the  poorest 
it  has  been  in  the  last  five  years.  There  are  many  "Chicago's"  put  there.  The  Postal 
Service  is  just  keeping  them  a  secret  until  the  pubhc  discovers  them. 

Mr.  Runyon  made  the  statement  that  35  of  the  85  Clusters  are  not  doing  well. 
That's  about  40%.  Why  not  be  pro-active  instead  of  reactive.  Since  Runyon's  reorga- 
nization, many  offices,  Bulk  MaU  Centers,  and  Processing  and  Distribution  Plants 
are  using  more  hours  than  prior  to  reorganization.  This  is  because  he  did  away  with 
needed  supervisor  positions.  Headquarters  has  not  followed  up  on  one  complaint  of 
inadequate  staffing.  This  is  what  causes  "Chicago's."  Many  of  the  complaints  that 
our  ORGANIZATION  have  sent  to  Mr.  Runyon's  office  have  gone  unanswered  or  a 
generic  form  letter  sent  back  to  us  where  no  action  occurs.  The  cover  up  of  a  deterio- 
rating Postal  Service  is  shameful.  The  bureaucrats  need  to  be  held  more  account- 
able. 

In  closing,  the  POSTAL  MANAGERS  OF  AMERICA  organization  was  created  as 
a  result  of  the  abusive,  harassing,  threatening,  and  discriminating  higher  level  man- 
agement which  reorganization  brought  into  our  lives.  The  old,  existing  other  man- 
agement organizations  have  forgotten  about  the  people  who  pay  the  dues  and  are 
the  members.  Conventions  and  mnners  with  Headquarters  people  are  now  more  im- 
portant. Several  of  us  in  Santa  Ana  learned  this  the  hard  way.  Again,  thank  you 
for  your  time  and  concern  to  write  and  invite  oiu-  comments.  Maybe  in  the  future, 
our  ORGANIZATION'S  leaders  may  have  the  opportunity  to  testify  before  your  com- 
mittee in  person. 

Yovu"  fi:iends  and  fellow  Americans. 
Sincerely, 

James  A.  Burns, 

President. 

The  Bullets 


Did  you  ever  see  the  commercial  where  an  employee  is  driving  down  the  road, 
stops,  pulls  over  and  phones  back  to  the  office  with  a  solution  to  the  problem?  I  was 
driving  down  the  road  the  other  day,  and  I  thought  of  a  revolutionary  idea.  What 
if  the  Districts  and  Areas  no  longer  existed,  would  we  all  still  coUect,  process  and 
deliver  mail?  Without  a  doubt,  we  would.  Here's  my  suggestion  to  save  the  Postal 
Service  the  billions  we  always  seem  to  run  over  every  year.  Do  away  with  Districts 
and  Areas!  Supply  each  office,  whether  it's  a  BMC,  REC,  P&D,  or  post  office  with 
the  necessary  staffing  to  handle  all  personnel,  safety,  and  human  resources  issues. 
In  most  cases,  this  would  be  one  or  two  additionsd  general  clerks  with  training. 
Most  Districts  appear  to  have  about  250  people  on  the  rolls,  and  GOD  only  knows 
how  many  the  Areas  have:  that's  closely  guarded  information,  but  let's  just  sav  fifty 
for  a  round  figure.  If  you  have  fifty-one  post  offices  and  two  P&D's,  two  VMF  s  and 
a  REC  site;  how  many  general  clerk  positions  would  vou  need?  Let's  say  sixty-five 
total.  You  could  bolster  the  Headquarters  staff  a  Uttle,  and  I  mean  very  little,  to 
answer  any  questions  we  might  have.  Why,  in  one  District  alone,  you  coiild  save 
one  hundred  and  eighty  five  positions,  not  counting  the  Area  staffs!  We  could  report 
directly  to  Headquarters,  read  the  "Postal  Bulletin"  for  instructions  and  have  con- 
tact people  to  discuss  any  problems.  Hmmmmm,  let  me  see;  save  billions;  do  away 
with  the  bureaucracy  once  and  for  all;  have  accountability  directly  to  Headquarters. 
You're  right!  It  won't  work,  that  old  trust  issue  keeps  getting  in  the  way.  If  this 
idea  was  implemented,  it  would  mean  the  bureaucracy  would  be  getting  rid  of  itself 
It's  like  the  guy  in  California  who  was  to  notify  all  the  Califomians  when  the 
drought  was  over.  The  problem  was  that  when  he  notified  the  State  that  the 
drought  was  officially  over,  he  was  out  of  a  job.  How  long  do  you  think  the  drought 
lasted  in  California? 

ULTIMATE  OPPRESSOR 

They  exist  at  all  levels,  but  usually  where  we  have  the  most  contact  with  them 
is  in  the  Districts.  By  the  time  they  get  to  the  Areas  and  Headquarters,  they  are 
much  more  politically  adept  at  being  two-faced.  By  that  I  mean  adept  at  having  ex- 
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cuses  about  why  things  can't  work  and  telling  everybody  above  them  what  they 
think  they  want  to  hear.  The  oppressors  give  you  unrealistic  numbers  and  goals, 
promote  their  friends,  abuse  their  power,  have  performance  meetings,  threaten  you 
or  send  review  teams  into  your  office  while  they  say  they  are  assisting  you.  Their 
other  face  talks  about  dignity  and  respect,  partnership,  empowerment,  trust  and  the 
quality  of  working  life  for  the  craft  employees.  They  believe  in  all  of  these  things 
when  they  talk  to  their  superiors  because  they  are  going  to  be  politically  correct  at 
all  costs.  Their  real  beliefs  lay  closer  to,  "Shut  up  and  do  it."  The  conspiracy  exists 
between  Headquarters  and  Districts,  and  it's  called  the  Code  of  Silence.  You  just 
produce  those  numbers,  and  we  don't  care  what  you  do.  Time  is  running  out  on  you, 
my  friends,  and  soon  PMA  will  hold  vou  accountable  for  your  actions — something 
to  this  point,  you  have  been  very  good  at  sidestepping.  We  are  not  asking;  we  are 
deman(ing  the  same  respect  that  we  are  required  to  give  our  employees.  Mr.  Green 
appears  to  be  the  ONLY  person  with  a  conscience  at  Headquarters  willing  to  step 
forward.  We  have  to  applaud  the  many  statements  that  he  has  made  on  behalf  of 
Managers  and  Supervisors  everywhere.  We  hope  some  of  the  higher  level  bureau- 
crats will  adopt  Mr.  Green's  style  of  management  so  that  we  can  all  get  with  the 
business  of  keeping  this  company  solvent  and  serving  our  customers. 


The  District  Manager  has  been  trjdng  to  persuade  my  Postmaster  to  have  our 
main  office  window  section  to  be  open  less  hours  for  Customer  Service.  This  judg- 
ment call  by  the  District  Manager  really  disturbs  me  when  it  is  done  without  any 
formal  determination.  We  have  only  had  these  service  hours  for  6  months.  This  has 
not  even  allowed  the  office  the  necessary  time  to  ensure  its  success,  so  how  can  it 
be  considered  unworthy  or  not  cost  effective?  The  District  Manager  asked  me  if  I 
would  spend  $100  that  I  did  not  have.  Yes,  I  would,  if  I  could  make  more  revenue 
in  the  future.  The  situation  reminds  me  of  Priority  Mail.  Tell  the  customers,  2 
pounds,  2  days,  $2.90.  Then  renege  because  we  do  not  do  what  was  needed  to  ensure 
this  mails  success.  Federal  Express,  UPS,  and  others  have  proven  this  can  be  done. 
The  concepts  for  improving  customer  service  are  good  concepts.  It's  our  QUALITY 
CONTROL  that  sucks.  Watch  out  Express  Mail!  Beware!  Are  you  saving  money  in 
the  present  that  may  cost  us  our  jobs  in  the  future? 

Remember  no  one  can  make  you  feel  inferior  without  your  consent  [Eleanor  Roo- 
sevelt]. 

THE  SKY  IS  FALLING 

Did  anyone  read  the  "Federal  Times"  May  9th  issue?  The  expert,  Michael 
Cavanah,  states  that  with  83%  of  our  costs  locked  into  employee  expenses,  and  the 
hard  copy  disappearing,  our  financial  situation  in  the  Postal  Service  will  become  in- 
soluble in  the  21st  Century.  He  recommends  Reduction  In  Work  Force,  three  or  four 
day  delivery,  and  withdrawal  of  door  delivery.  Does  it  ever  appear  to  you,  as  it  does 
to  me,  that  the  bureaucrats  always  protect  the  bureaucrats?  Want  to  cut  costs? 
Here's  how!  If  there  is  going  to  be  a  loss  of  mail  volume,  why  are  we  still  building 
more  mail  processing  plants?  Again,  do  away  with  Areas  and  Districts;  this  will 
save  billions.  The  American  people  deserve  better  than  the  current  level  of  service, 
not  withdrawal  of  service.  The  doom  of  the  Postal  Service  will  begin  when  we  start 
listening  to  outsiders  tell  us  how  to  withdraw  service.  Maybe  we  should  ask  United 
Parcel  for  their  opinion.  Bring  on  the  SUPERHIGHWAY. 

We  fought  hard.  We  gave  it  our  best.  We  did  what  was  right  and  we  made  a  dif- 
ference. (Geraldine  A.  Ferraro). 

THE  LOYALTONS 

Once  upon  a  time,  in  a  strange  land  called  the  Postal  Service,  there  lived  many 
people  who  believed  in  the  basic  moral  values  of  dignity  and  respect,  empowerment, 
and  partnership.  Such  things  were  not  talked  about  among  the  leaders  in  this  land 
because  they  had  a  different  moral  structure  and  didn't  believe  in  these  basic  rights. 
One  day,  a  new  king  came  to  the  land  and  told  all  the  leaders  how  the  Loyaltons 
lived  their  lives,  and  if  they  wanted  more  out  of  the  Loyaltons,  they  had  to  pretend 
that  their  beliefs  were  the  same.  Soon  all  the  leaders  in  the  land  were  talking  dig- 
nity and  respect,  empowerment,  and  partnership.  In  the  background,  you  could  hear 
the  leaders  say,  "Productivity,  overhead  positions,  less  supervision,  budget."  When- 
ever the  masters  of  deception  were  asked  about  the  double  message,  they  would  ig- 
nore the  Loyaltons  and  not  answer.  "Dignity  and  respect,  empowerment,  and  part- 
nership," they  screamed  to  the  land.  Soon  the  morale  was  low;  productivity  was 
down  along  with  revenue.  More  Loyaltons  were  suffering  injuries  at  work,  and  the 
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king  was  soon  telling  the  Loyaltons  how  much  in  debt  they  were,  and  how  they 
needed  the  Loyaltons  to  give  more,  work  harder  and  faster.  They  said,  "this  is  how 
things  are  in  our  hamlet."  I  beUeve  you  get  the  message.  By  the  way,  how  are  things 
in  your  village? 

THE  AGENCY 

Clandestine  operations,  covert  meetings,  top  secret  memos,  deny  all  knowledge, 
sounds  like  the  CIA  or  KGB  doesn't  it?  It's  not;  it's  our  own  Postal  Service  in  action. 
If  you  don't  believe  me,  just  try  to  get  an  answer  to  a  question  that  top  management 
feels  uncomfortable  answering,  especially  if  it  involves  some  type  of  cover-up.  You 
will  hear  all  the  canaries  whistling  in  unison. 

we're  not  slime 

I  was  at  a  meeting  the  other  day  for  Safety,  and  the  District  Manager  used  the 
phrase,  "We're  not  all  dirt  bags,"  several  times.  I  would  like  to  point  out  that  there 
has  not  been  one  occasion  in  which  we  have  referred  to  anyone  as  "dirt  bags."  How- 
ever, we  do  believe  that  the  "feeders  at  the  trough"  are  arrgdd  of  losing  their  place 
at  the  feeding  bin,  and  with  each  successful  issue  resolution  through  EEOC,  MSPB, 
or  the  Federal  District  Court,  their  continual  denial  of  wrongdoing  will  be  brought 
to  light.  They  need  to  work  on  their  image.  We  have  personally  found  very  Uttle 
can  be  accomplished  with  the  present  regime  without  using  all  of  our  legal  avenues. 
Again,  PMA  stands  ready  to  support  any  of  its  members  using  any  or  all  of  these 
legal  avenues. 

A  closed  mind  is  a  dying  mind.  (Edna  Ferber). 

FEEDBACK  FROM  TEXAS 

"I  have  been  an  outstanding  Postal  employee  for  several  years  and  in  manage- 
ment for  most  of  this  time.  I  was  involuntarily  reassigned  from  my  position  and  to 
date  I  have  not  received  any  support  from  NAPS.  All  correspondence  on  my  case 
has  been  initiated  by  me.  NAPS  has  not  corresponded  and  or  scheduled  any  meeting 
on  my  case.  I  have  been  so  desperate  that  I  have  spoken  to  Mr.  Palladino,  mailed 
him  my  case  history  and  literally  begged  for  his  support.  The  District  and  Area  of- 
fices have  completely  ignored  all  my  correspondence.  I  can't  emphasize  how  much 
injustice  is  being  condoned  by  management  at  the  higher  levels  and  it  needs  to  be 
stopped  if  we  intend  to  be  in  business  more  than  another  5-10  years.  We  have  all 
worked  too  hard  to  see  what  is  happening  continue,  I  am  committed  to  dedicate  my 
time  to  see  that  justice  is  done  and  management  does  what  is  right  with  their  em- 
ployees. Your  assistance  and  the  fact  that  you  had  the  insight  and  commitment  to 
start  the  POSTAL  MANAGERS  OF  AMERICA  organization  is  a  great  refiect  on 
you;  it  gives  many  managers  faith  that  things  can  and  will  change  before  its  too 
late.  I  have  always  been  a  dedicated  employee,  but  my  faith  in  management  has 
certainly  been  tested  lately." 

FEEDBACK  FROM  MONTANA 

"Not  unlike  many  Postal  managers  who  have  seen  re-organizations  before,  this 
one  has  had  some  major  problems  that  we,  elsewhere,  have  seen.  The  information 
flow  has  been  very  one-sided  from  Headquarters.  PoUcy  decisions  seem  to  "waffle" 
quite  a  bit,  changing  with  each  day's  activity  or  emphasis.  This,  we  view,  is  the  re- 
sult of  an  organization  in  distress.  That  distress  may  be  the  new,  current  leader- 
ship? this  distress  has  led  to  a  number  of  managers  to  react  in  "self-preservation" 
modes  over  the  past  several  months.  The  finger-pointing  is  accentuated  by  our  orga- 
nization's inability  to  establish  and  maintain  accountabiUty." 

One  never  notices  what  has  been  done;  One  can  only  see  what  remains  to  be  done. 
(Marie  Curie). 

BITS  AND  PIECES 

The  Business  Mailers  Review  will  soon  run  an  article  on  PMA.  Thanks  to  Van 
Seagraves  for  his  support.  Mr.  Seagraves  reported  in  April,  1994  issue  that  the 
eight  Postal  governors  are  no  longer  PMG  Runyon's  "lap  dogs."  They  were  barking 
at  the  recent  closed  session  in  Chicago  as  the  governors  aggressively  questioned 
management's  failures  with  the  automation  effort,  and  its  inability  to  control 
workhours  and  still  provide  decent  service.  We  now  know  what  happened  to  Chi- 
cago's top  management  and  the  Area  Manager  .  .  .  they  have  been  replaced.  Word 
has  it,  that  the  governors  were  not  that  happy  in  the  open  session  here  in  Santa 
Ana.  Don't  know  why,  with  Santa  Ana  being  the  poorest  performing  District  in  the 
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Pacific  Area,  and  probably  has  now  overtaken  Denver  as  the  worst  in  the  nation. 
The  good  news,  there  is  only  one  way  to  go  from  here.  Austin  Simon,  who  was  re- 
placed by  Art  Hambric  as  Postmaster  in  Oakland,  CA  reached  a  settlement  with  the 
Postal  Service  following  an  eight  year  battle  to  prove  he  was  coerced  into  retire- 
ment. NAPS  is  reorganizing  and  raising  dues.  The  organization  lost  about  8,000 
dues  paying  members  following  the  1992  reorganization.  I  wonder  why  this  organi- 
zation is  not  getting  members  back?  It's  not  a  secret  or  hard  to  figure  out.  Jeff 
Aiello,  a  PMA  member,  has  been  named  to  head  the  District's  EXFC  Improvement 
Task  Force  in  the  District.  Good  move.  PMA  lapel  pins  are  becoming  a  collector's 
item.  Guard  them,  but  wear  them.  This  issue  of  the  BULLETS  is  not  being  sent 
to  non-members  in  the  Santa  Ana  District.  These  issues  will  be  sent  out  to  post  of- 
fices in  other  states.  The  cost  of  the  BULLETS  to  non-members  is  $50.00  annually. 
PMA  golf  tournament  is  being  planned  for  June  12,  1994.  Mel  Jurado  is  organizing 
the  event,  and  flyers  will  be  sent  to  post  offices.  Support  the  effort.  500  copies  of 
the  MAY,  1994  Edition  of  the  BULLETS  were  sent  out  nationwide  to  random  post 
offices.  The  feedback  thus  far  has  been  very  supportive  and  positive.  As  of  AP  8, 
Week  3,  the  Santa  Ana  District  Office  is  427.2%  over  SPLY  in  workhours.  Looks 
like  someone  needs  a  performance  meeting.  As  of  AP  8,  Week  3,  the  Santa  Ana  and 
Alhambra  post  offices  were  -  22.9%  and  -  32.4%  under  SPLY  in  workhours  respec- 
tively. What's  the  secret?  The  PMG  decided  NOT  to  meet  with  PMA  leadership 
while  in  Santa  Ana.  I  don't  blame  him,  he  might  find  out  how  incestuous  the  top 
management  is  in  the  Postal  Service,  not  to  mention  incompetent.  $3  million  deficit 
is  not  enough  to  be  concerned  with  yet. 

NAPS  HOUSE  OF  CARDS 

Reference  is  made  to  the  April,  1994,  The  Postal  Supervisor  magazine.  Page  7, 
the  national  secretary  writes,  "ELM,  Section  680  written  in  response  to  the  title, 
states  that  you  have  the  right,  freely  and  without  fear  of  penalty  or  reprisal,  to 
form,  join  or  assist  NAPS."  1  thought  NAPS  was  already  FORMED?  The  ELM  states 
"any  management  organization  or  association,"  this  guy  is  just  somewhat  wishing. 
Page  8,  the  national  treasurer  writes  about  "another  (management)  organization." 
He  says  that  this  organization  (PMA)  is  led  by  a  dissatisfied  Postmaster  who  wasn't 
getting  anywhere  with  NAPUS  or  the  League  of  Postmasters.  I'm  guilty.  This  guy 
is  right.  I  am  dissatisfied  with  the  incompetent,  poorly  performing  higher  level  man- 
agers that  have  gotten  the  Postal  Service  in  the  position  of  losing  $3  billion  dollars 
this  fiscal  year  through  poor,  poor  decisions.  NAPUS  and  the  League  are  in  it  for 
the  dues.  Those  top  leaders  of  those  tired,  old  blood  organizations  need  to  get  back 
in  the  trenches  to  see  what  we  see  everyday,  instead  of  worrying  about  conventions 
and  dinners  with  the  top  brass.  Page  11,  reference  is  made  to  contributing  $100  for 
a  NAPS  pin.  Save  your  money,  and  spend  $20.00  for  a  PMA  pin.  Itll  mean  more 
to  you  and  do  more  for  you. 

NAPUS  HOUSE  OF  CARDS 

Reference  is  made  to  the  May,  1994,  PostEaaster  Gazette  magazine.  President 
David  Games  states,  "I  can  tell  you  this  group  tackles  some  monumental  concerns 
(referencing  the  Leadership  team  at  Headquarters).  Team  members  are  dedicated 
to  improving  the  Postal  Service  and  changing  our  culture.  Unfortunately,  in  this  po- 
sition as  your  national  president,  I  occasionally  hear  of  fellow  postmasters  who  need 
to  hone  their  people  skills.  In  fact,  I  beUeve  it  would  behoove  edl  of  us  to  take  an 
objective  look  at  ourselves  to  see  how  we  are  treating  those  employees  who  work 
for  us.  In  closing,  1  want  to  brieflv  address  what  I  consider  an  alarming  situation 
.  .  .  that  of  postmasters  who  find  themselves  in  trouble  and  don't  ask  for  help." 
PMA  asks  what  has  this  leadership  tackled  to  get  us  in  debt  $3  billion  dollars. 
Those  doughnuts  might  be  taking  their  toll.  As  far  as  postmasters  honing  their 
skills,  while  you  people  are  up  there  at  Headquarters  giving  everything  away,  we 
poor  postmasters  on  the  front  lines  are  getting  beaten  on  to  get  productivity,  num- 
bers, and  budget.  And  in  closing,  about  postmasters  asking  for  nelp  when  they're 
in  trouble,  we  Postmasters  here  in  Santa  Ana  did  ask,  and  NAPUS  could  have  cared 
less.  In  fact,  NAPUS  supported  the  District,  Area,  and  Headquarters  top  level  man- 
agement at  the  expense  of  its  membership.  On  Page  23  where  the  headlines  read 
"NAPUS  opposes  move  to  dilute  Private  Express  Statutes."  Again,  that  opposition 
meant  nothing.  PMG  Runyon  now  has  Marketing  folks  going  into  private  mail 
rooms  instead  of  Inspectors.  THANKS  FOR  YOUR  SUPPORT  AND  OPPOSITION, 
NAPUS.  As  a  side  note,  in  the  California  Postmaster,  March/April  Edition,  Dave 
Games  in  his  letter  to  the  State  Officers,  mentions  "Sam"  four  times,  and  "Sam 
Green"  twice.  I  wonder  about  anybody  that  is  that  chimimy  with  SAM.  What  ever 
happened  to  the  business  professionalism  of  "Mr."  Honestly,  in  NAPUS's  publica- 
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tions,  conventions  are  given  ten  times  the  press  than  the  Postmaster's  pUght  in  the 
field. 

PRODUCTIVITY?  DON'T  COUNT  ON  IT! 

There  are  two  reasons  why  productivity  is  going  to  continue  to  decline.  In  the  old 
Division  concept,  there  was  a  director  of  Field  Operations  position.  In  the  Santa  Ana 
Division,  like  many  other  Divisions,  this  position  was  filled  by  a  Human  Resovu-ces 
person,  in  other  words  a  personnel  clerk.  One  of  his  first  issues  was  the  installation 
of  vertical  flat  cases.  To  solicit  the  Union's  cooperation,  he  agreed  that  Supervision 
could  not  ask  for  any  undertime  from  these  carriers,  unless  it  was  discretionary. 
Needless  to  say,  we  were  getting  more  undertime  prior  to  this  agreement.  The  sec- 
ond reason,  like  the  first,  is  a  national  problem.  Human  Resources,  Marketing,  and 
Personnel  are  now  in  power  positions  throughout  the  operational  Postal  world.  They 
are  use  to  air  conditioning,  no  extra  work  load  aft«r  hoUdays  and  no  direct  contact 
with  the  physical  craft  force — by  that  I  mean  the  employees  who  process  and  deUver 
mail.  They  literally  have  no  idea  how  to  communicate  with  crafi;  employees  and 
make  agreements  that  are  beneficial  to  the  Postal  Service.  In  the  field,  we  realize 
what  a  good  sound  business  decision  will  accomplish  without  getting  involved  in  all 
the  politics.  Here's  the  answer.  Do  away  with  Districts  and  Area.  Have  the  post  of- 
fices report  directly  to  Headquarters;  get  operational  people  in  Headquarters  posi- 
tions, and  have  operationally  knowledgeable  people  negotiate  with  the  Union  organi- 
zations. We  are  the  Postal  Service,  NOT  the  bureaucrats  in  the  Districts,  Areas,  and 
headquarters.  Let's  take  back  what  has  been  given  up  by  the  personnel  clerks. 

PMA  OFFICERS 

The  Presidency  and  Executive  Committee  have  been  selected  to  give  the  ORGANI- 
ZATION'S members  the  very  best  representation  and  information  possible.  Here  is 
a  Ust  of  the  officers  of  the  ORGANIZATION:  Presidency:  President— James  A. 
Bums,  Postmaster,  Irvine,  CA  92619;  Vice  Prsident^-Tim  Bomersback,  Postmaster, 
Fullerton,  CA  92634;  Secretary— Hugo  Francia,  Postmaster,  La  Puente,  CA  91747; 
Treasurer — Tom  Manetta,  Supervisor,  Customer  Support,  Huntington  Beach,  CA 
92647.  Executive  Committee:  Dennis  McKeown— Postmaster,  Newport  Beach,  CA 
92658:  Javier  de  la  Torre— Manager,  Distribution  Operations,  Industry  P&D,  City 
of  Industry,  CA  91715;  Jeff  Aiello— Manager,  Customer  Service,  Irvine,  CA  92619; 
Tom  Manetta— Permanent  Member.  PMA  address:  P.O.  Box  52222,  Irvine,  CA 
92619-2222  Chief  Legal  Counsel:  Clete  Weiser,  Attorney  at  Law  (901-757-5708), 
P.O.  Box  382774,  Germantown,  TN  38183-2774. 

LEAGUE  OF  POSTMASTERS 

Reference  is  made  to  the  Postmasters  Advocate,  March,  1994  issue,  article  by 
John  DiFalco.  He  states  "They  (Postal  Service  hierarchy)  were  warned  by  knowl- 
edgeable individuals  including  their  own  legal  staff"  that  any  reorganization  causing 
displacement  of  individuals  may  well  constitute  a  layoff"  or  RIF  under  federal  proce- 
dures which  mandates  certain  appeal  rights  for  veterans  preference  eUgible  employ- 
ees. (Postal  Service  Managers)  who  thought  that  they  had  pulled  some  very  shck 
deals  to  create  vacancies  during  the  reorganization  only  to  find  that  their  actions 
were  illegal.  Too  many  have  been  involuntarily  reassigned  as  postal  managers  into 
sure  failure  situations  which  inevitably  generates  additional  adverse  action  appeals. 
This  reorganization  has  been  especially  difficult  because  of  the  cUmate  of  fear  and 
uncertainty  that  has  been  present  in  all  ranks  of  the  Postal  Service."  BY  THE  WAY, 
WHAT  IS  THE  STATUS  OF  THAT  FEMALE  POOM  IN  SANTA  ANA  TAKEN  IN- 
VOLUNTARILY OUT  OF  HER  POSITION?  DOES  SAM'S  LETTER  MEAN  ANY- 
THING? 

THE  BIG  LIE 

When  the  Postal  Service  was  created  fix)m  the  old  Post  Office  Department  in  the 
early  1970's,  higher  management  figured  it  out  that  if  they  could  "divide  and  con- 
quer" the  management  people  it  simply  would  make  their  job  easier  in  controlling 
them.  Now  follow  me!  Whoever  decided  that  Postmasters  and  Supervisors  and  man- 
agers could  not  belong  to  the  same  organization  was  very  cunning.  I  think  you 
would  have  to  agree  with  me  that  there  is  greater  potential  in  Postmasters  receiving 
adverse  action  from  the  Districts,  than  with  supervisors  and  managers  receiving  ad- 
verse action  from  their  Postmaster.  I  am  not  saying  that  this  is  true  in  all  cases 
and  in  all  Districts,  but  for  the  most  part  I  would  like  for  someone  to  prove  me 
wrong.  The  closest  person  I  work  with  is  my  manager.  Customer  Service,  and  be- 
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yond  him,  my  peers  and  supervisors  and  managers.  The  District  doesn't  even  come 
close.  The  designers  of  the  new  Postal  Service  built  into  the  system  a  "natural  ad- 
versarial" relationship  among  managers  and  supervisors  on  the  basis  that  Post- 
masters might  have  to  take  discipUne  towards  their  subordinate  managers  and  su- 
pervisors, hogwash!  Look  what  this  has  accompUshed  for  the  top  brass,  management 
organizations  and  associations  that  are  at  each  others  throat  except  for  those  having 
doughnuts  with  the  PMG,  management  associations  that  sell  out  their  members, 
management  association  leaders  that  forget  who  they  serve,  and  management  asso- 
ciations that  are  generally  inept  in  leadership  skills.  WHAT  A  LIE!  PMA  WILL 
NOT  PERPETUATE  THE  LIE! 

THE  TROJAN  HORSE 

Many  of  you  know  the  story — Paris,  the  son  of  the  Trojan  King  ran  off  with  Helen, 
wife  of  Menelaus  of  Sparta  whose  brother  Agamemnon  then  led  a  Greek  expedition 
against  Troy.  The  war  lasted  ten  years,  finally  ending  when  the  Greeks  pretended 
to  withdraw,  leaving  behind  the  wooden  Trojan  Horse  with  a  raiding  party  con- 
cealed inside.  When  the  Trojans  brought  the  Horse  inside  the  city,  tne  hidden 
Greeks  opened  the  gates  to  the  city  where  the  men  were  massacred,  and  the  women 
carried  off.  The  Trojan  Horse  has  come  to  refer  to  subversion  introduced  from  the 
outside.  Now,  what  does  this  have  to  do  with  Function  4  audits  at  post  offices?  Re- 
cently, several  post  offices  have  had  Function  4  audits  done  in  their  installations. 
Some  of  these  Function  4  teams  have  come  from  outside  the  District.  You  know,  it 
gives  them  more  credibility.  These  Function  4  audits  are  a  "gift;"  from  the  District 
in  that  they  are  to  assist  the  Postmasters  in  becoming  more  operationally  efficient, 
not  to  mention  discover  all  of  those  clerks  doing  nothing  in  your  office,  thus  saving 
the  District  millions  of  dollars  when  thev  take  them  out.  The  Function  4  audit  is 
a  numbers  crunching  exercise  in  that  if  the  Postmaster  can  magically  get  craft  peo- 
ple to  produce  at  "maximum  standards"  versus  that  "actual  standard"  the  office  now 
performs  at  "X"  number  of  employees  can  be  cut  from  your  roles.  The  maximum 
standard  used  by  the  Function  4  team  does  not  take  into  consideration  age,  handi- 
caps, poor  mail  flows,  commitment  to  employees,  Ught  and  limited  duty,  and  other 
elements  that  Postmasters,  managers,  and  supervisors  at  local  post  offices  have  to 
live  with  everyday.  Don't  be  misled,  the  Trojan  Horse  is  alive  today,  it  has  the  fa- 
cade of  Function  4  audits. 

POSTAL  ROYALTY 

My  memory  was  jogged  when  I  read  the  May  edition  of  the  Business  Mailers  Re- 
view. In  it,  it  told  about  a  former  PCES  employee  now  making  $100,000  a  year  as 
Postmaster,  Marco  Island,  FL.  This  Postmaster  is  one  of  300  plus  former  PCES  em- 
ployees eryoying  less  stressful  jobs  with  the  big  bucks.  How  the  Chicago  P&D  Man- 
ager, now  former,  had  spent  over  $250,000  remodeling  her  office  to  include  a  private 
kitchen  and  shower  in  a  building  in  which  the  Post  office  will  move  out  of  in  18 
months.  The  April  issue  of  the  Business  Mailers  Review  had  mentioned  that  Joe 
Caraveo,  CEO  will  receive  around  $110,000  annuity  when  he  retires.  Not  bad  for 
a  public  servant.  We  read  in  the  Federal  Times  earlier  this  year  how  the  Area  Man- 
ager in  Denver  had  spent  over  $40,000  furnishing  her  office.  I  wonder  how  much 
drain  on  Postal  revenues  it's  taking  to  get  Bill  Good  out  of  Long  Beach  District  to 
become  Great  Lakes  Area  Manager?  I  remember  in  1986,  how  it  was  a  big  deal  for 
a  Division  Manager  to  get  a  Ford  Model  staff  car,  now  the  District  Manager  has 
an  Infiniti  as  a  staff  car.  While  ElAS  employees  were  getting  somewhere  around  2% 
merits  last  year.  PCES  employees  got  around  5%  added  to  the  basic  pay  bringing 
their  salary  in  the  case  of  Santa  Ana  PCES  employees  to  a  range  of  $79,000  to 
$89,000  annually.  Area  Managers  make  around  110,000  per  year.  Then  I  go  back 
to  the  good  old  District  days,  when  I  saw  PCES  employees  here  in  Santa  Ana  get 
$8,000  bonuses  in  some  years,  attend  PCES  meeting  required  by  the  Regional  PMG 
at  the  best  hotels,  the  best  food,  gifts  for  all  PCES  employees,  and  other  bonus 
money  handed  out.  I  remember  wnen  the  Regional  PMG  would  have  a  Division 
Managers  meeting  in  Santa  Ana  or  elsewhere,  no  expense  was  spared.  Afterall,  this 
is  Royalty.  These  PCES  employees  fly  first-class,  we  don't  want  them  discomforted 
mingling  with  lower  level  humans,  or  eating  that  terrible  food.  When  was  the  last 
time  a  PCES  employee  was  downgraded  in  level  and  salary?  NEVER.  Why,  because 
they  know  too  much,  and  if  their  salary  if  impacted,  they  might  tell  someone  about 
something  that  the  top  level  doesn't  want  told.  You've  got  to  laugh  if  you're  an  EAS 
employee  reading  the  April,  NAPUS  UPDATE  when  they  talk  about  Headquarters 
had  previously  indicated  a  vdUingness  to  look  into  this  situation  [the  situation 
where  employees  promoted  during  restructuring  got  no  increase],  denial  of  PMR  bo- 
nuses in  FY-93,  and  the  struggle  for  promotion  pay  for  postmaster  upgrades.  If  any 
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of  this  had  to  do  with  those  feeders  at  the  trough,  PCES  employees,  the  pay  increase 
would  be  automatic.  Then  there  is  the  purity  in  the  "PCES  blood  Une."  Hasn't  it 
ever  interested  you  what  merits  the  selections  of  PCES  and  their  relatives  are  based 
on.  The  Pacific  Area  Manager  for  P&D's  husband  is  the  District  Manager,  San  Fran- 
cisco District;  the  Western  Area  Manager  Customer  Service's  husband  is  the  Denver 
BMC  Manager,  the  Los  Angeles  District  Manager's  wife  came  with  him  from  San 
Antonio  to  become  a  Level  24  Postmaster  with  no  prior  experience;  many  other  such 
examples  are  throughout  the  Postal  Service  at  all  levels  of  this  organization  for 
PCES  employees.  I  remember  when  during  restructiuing,  my  wife  was  looking  for 
a  position  in  the  Postal  Service,  and  I  was  told  she  couldn't  come  to  Irvine  because 
it  was  illegal.  Remember  the  Hiunan  Resource  manager  that  went  to  Albuquerque 
District  from  Santa  Ana  (PCES  employee),  no  problem,  his  wife  went  to  Albuquer- 
que with  him.  Folks,  this  is  our  POSTAL  ROYALTY.  Remember,  if  the  Postal  Serv- 
ice starts  making  money  in  the  future,  the  PMG  has  promised  that  the  top  1000 
executives  will  get  an  average  $8,300  bonus.  When  was  the  last  time  you  got  that? 
And  how  about  if  the  spouses  of  these  executives  don't  do  the  job  which  many  aren't, 
what  kind  of  relationship  is  left  with  their  peers  or  ROYALTONS  for  taking  correc- 
tive action  against  one  of  their  own?  I  know,  "Fat  Chance,"  this  would  ever  happen. 
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May  16,  1994. 

U  S  Congress:  As  elections  draw  closer,  voters  have  hope  that  our  vote,  will 
bring  into  any  office,  an  honest  person,  who  wiU  work  to  better  our  tomorrows. 

During  an  informative  trip  to  Washington,  DC  attending  the  postal  hearings  Or- 
ganizations That  Have  Studied  The  Future  of  the  Postal  System  Ive  discovered 
a  positive  change  in  our  systems  future.  Change  is  evitable.  The  fax  machine  will 
replace  the  inconsistencies  of  manual  labor  in  the  postal  system. 

The  deteriorating  service,  rises  in  postage,  theft  etc.  are  all  obviously  good  reasons 
for  people  to  go  to  the  competition  for  better  service. 

The  postal  system  has  unwittingly,  dwindled  its  own  revenue,  which  wiU  bnng 
about  their  own  demise.  If  the  postal  system's  track  record  remains  the  same,  then 
what  kind  of  work  wiU  there  be  left  to  do?  ^  .     .„       ^  ,.  ^      .    +u  ^9  t  ^to 

Why  stick  our  children  with  a  postal  system  that  will  not  hsten  to  them?  Lets 
amend  the  situation  now  to  prevent  anymore  negUgence,  past  on  to  our  kids.  Bad 
decisions  by  any  Postmaster  or  Head  of  State  could  deadlock  any  progressive 

^  A^good  beginning  for  that  is  Postmasters  as  weU  as  Head  of  States,  should  be 

voted  in.  ™     »,,<-,    ^ 

Give  Us  A  Voice,  In  The  Choice  In  The  Postal  System. 

Mary  Kefner, 

Kouts,  Ind. 


OVERSIGHT  HEARmG  ON  THE  U.S.  POSTAL 
SERVICE 


TUESDAY,  MAY  24,  1994 

House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  DC. 

The  committee  met,  pursuant  to  call,  at  9:35  a.m.,  in  room  311, 
Cannon  House  Office  Building,  Hon.  William  Clay  (chairman  of  the 
committee)  presiding. 

Members  present:  Representatives  Clay,  McCloskey,  Sawyer, 
Holmes,  Watt,  Myers,  and  Morella. 

Mr.  Clay.  The  committee  will  come  to  order. 

This  is  the  fifth  hearing  on  oversight  of  the  Postal  Service. 
Today,  the  General  Accounting  Office  and  the  Postal  Rate  Commis- 
sion will  present  their  views. 

GAO  has  investigated  the  effects  of  new  technology  on  mail  vol- 
ume in  the  Postal  Service.  GAO  has  also  reviewed  the  plans  of  the 
Service  to  meet  this  new  challenge.  The  future  of  over  700,000 
postal  employees  and  3.5  million  people  employed  in  the  mail  in- 
dustry depends  on  the  Postal  Service's  efforts  to  compete  in  the 
communications  market  with  new  electronic  technology. 

New  technology  is  not  the  only  threat  to  USPS.  Poor  delivery  and 
uncontrolled  costs  not  only  hurt  its  current  operations  but  also  di- 
minish its  ability  to  remain  financially  viable  in  the  future.  One  of 
USPS's  main  programs  to  control  cost  is  automation.  GAO  has  con- 
tinually monitored  that  program  and  has  found  that  the  savings  re- 
alized are  not  as  great  as  we  would  have  expected.  Despite  billions 
spent  on  new  facilities  and  new  automation,  postal  costs  are  still 
not  under  control. 

USPS  has  asked  for  a  10.3  percent  rate  increase.  Since  this  re- 
quest was  filed  in  March,  its  finances  have  worsened.  In  fact,  the 
$1.3  billion  planned  deficit  for  1994  will  more  likely  be  $2.3  billion. 
Ever  increasing  losses  put  more  and  more  pressure  on  postal  rates. 

Since  the  Commission  monitors  postal  finances  and  mail  volume, 
the  committee  is  interested  in  its  views  on  the  effects  new  tech- 
nology will  have  on  the  Postal  Service  and  how  it  will  compete  with 
that  technology.  One  aspect  of  its  ability  to  compete  is  flexibility  in 
the  ratemaking  process.  Two  years  ago  the  Commission  and  the 
Postal  Governors  established  a  joint  task  force.  The  committee  is 
interested  in  what  efforts  each  has  taken  to  implement  the  task 
force's  recommendations. 

And,  finally,  today  we  want  to  welcome  Chairman  Ed  Gleiman 
on  his  first  appearamce  before  this  committee. 

Are  there  other  opening  statements?  Mr.  Sawyer. 
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[The  prepared  statement  of  Hon.  William  L.  Clay  follows:] 

Prepared  Statement  of  Hon.  William  L.  Clay,  a  Representative  in  Congress 
From  the  State  of  Missouri 

This  is  the  fifth  hearing  on  oversight  of  the  Postal  Service.  Today  the  General  Ac- 
counting Office  and  the  Postal  Rate  Commission  will  Present  their  views. 

GOA  has  investigated  the  effects  of  new  technology  on  Mail  Volume  and  the  Post- 
al Service.  GAO  has  also  reviewed  the  Plans  of  the  Service  to  meet  this  new  chal- 
lenge. The  future  of  over  700,000  Postal  Employees  and  3.5  million  people  employed 
in  the  mail  Industry  depends  on  the  Postal  Service's  efforts  to  complete  in  the  com- 
munications market  with  new  electronic  technology. 

New  Technology  is  not  the  only  threat  to  USPS.  Poor  delivery  and  uncontrolled 
costs  not  only  hurt  its  current  operations  but  also  diminish  its  ability  to  remsiin  fi- 
nancially viable  in  the  future.  One  of  USPS'  main  programs  to  control  costs  is  auto- 
mation. GAO  has  continually  monitored  that  program  and  has  found  that  the  Sav- 
ings realized  are  not  as  great  as  expected.  Despite  billions  spent  on  new  facilities 
and  new  automation,  postal  costs  are  still  not  under  control. 

USPS  has  asked  for  a  10.3-percent  rate  increase.  Since  this  request  was  filed  in 
March,  USPS  finances  have  worsened.  In  fact,  the  $1.3  billion  planned  deficit  for 
1994  will  more  likely  be  $2.3  billion.  Ever  increasing  losses  put  more  and  more  pres- 
sure on  postage  rates. 

Since  the  Commission  monitors  Postal  Finances  and  mail  volume,  the  committee 
is  interested  in  its  views  on  the  effects  new  technology  will  have  on  the  Postal  Serv- 
ice and  how  it  can  compete  with  that  technology.  One  aspect  of  its  ability  to  compete 
is  flexibility  in  the  Ratemaking  Process.  Two  years  ago  the  Commission  and  the 
postal  governors  established  a  joint  task  force.  The  committee  is  interested  in  what 
efforts  each  has  taken  to  implement  the  task  force's  recommendations. 

Finally,  I  want  to  welcome  Chairman  Ed  Gleiman  on  his  first  appeairance  before 
this  committee. 

Mr.  Sawyer.  Thank  you,  Mr.  Chairman.  I  am  grateful  for  your 
leadership  in  conducting  these  hearings. 

I  think  we  all  are  concerned  about  the  Postal  Service's  ability  to 
remain  competitive.  I  am  particularly  interested  in  hearing,  as  you 
mentioned,  about  the  effects  of  new  technologies  on  the  postal 
workforce  and  the  ability  to  integrate  that  workforce  into  an  in- 
creasingly automated  environment.  I'm  also  interested  in  how  con- 
tract negotiations  will  affect  the  rate  case. 

I  just  want  to  take  a  moment  to  recognize  the  work  of  the  GAO. 
This  committee  benefits  particularly  from  GAO's  activities.  I  know 
that  my  subcommittee  has,  and  I  am  particularly  grateful  for  that 
work  and  look  forward  to  hearing  what  you  have  to  say  today. 

Also  look  forward  to  hearing  from  the  Rate  Commission's  new 
Chairman,  Mr.  Gleiman.  I'm  aware  of  his  fine  work  in  Congress 
and  look  forward  to  working  with  him. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Hon.  Thomas  C.  Sawyer  follows:] 

Prepared  Statement  of  Hon.  Thomas  C.  Sawyer,  a  Representative  in 
Congress  From  the  State  of  Ohio 

Thank  you,  Mr.  Chairman. 

Everyone  understand  the  need  to  ensure  that  the  Postal  Service  remains  competi- 
tive in  a  rapidly  changing  marketplace.  I  am  pleased  that  we  are  getting  such  a 
wide  range  of  views  on  the  future  of  the  Postal  Service. 

Today,  I'm  interested  in  hearing  more  about  the  effects  of  new  technologies  on  the 
postal  workforce,  and  how  the  Postal  Service  can  integrate  its  workers  into  an  in- 
creasingly automated  environment.  I'm  also  interested  in  how  the  upcoming  con- 
tract negotiations  with  postal  unions  will  affect  the  rate  case. 

I  want  to  recognize  the  fine  work  of  the  General  Accounting  Office  (GAO).  This 
committee,  as  well  as  the  Congress  as  a  whole,  benefits  enormously  from  GAO's  ac- 
tivities. I  look  forward  to  hearing  fi-om  GAO  representatives  about  what  is  and  may 
not  be  working  within  the  Postal  Service. 
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We  will  hear  from  the  Postal  Rate  Commission's  new  chairman,  Ed  Gleiman, 
today.  I  am  familiar  with  Chairman  Gleiman's  fine  career  in  Congress,  and  I  look 
forward  to  working  with  him. 

Mr.  Clay.  Thank  you.  Mr.  McCloskey. 

Mr.  McCloskey.  Thank  you  very  much,  Mr.  Chairman.  I  also 
commend  you  for  holding  this  hearing,  I  would  also  welcome  our 
new  Chairman,  Mr.  Gleiman,  and  thank  Commissioner  Haley  for 
his  continuous  outstanding  service.  So  thank  you  very  much. 

Mr.  Clay.  Thank  you. 

Our  first  witness  today  is  Mr.  Michael  Motley,  Associate  Direc- 
tor, Government  Business  Operations  Issues  of  the  GAO.  Your 
statement  will  be  put  in  the  record  at  this  point.  You  may  proceed 
as  you  see  fit. 

STATEMENT  OF  MICHAEL  E.  MOTLEY,  ASSOCLVTE  DIRECTOR, 
GOVERNMENT  BUSINESS  OPERATIONS  ISSUES,  GENERAL 
ACCOUNTING  OFFICE,  ACCOMPANIED  BY  JAMES  T.  CAMP- 
BELL 

Mr.  Motley.  Thank  you,  Mr.  Chairman,  I  appreciate  it. 

To  my  right  is  Jim  Campbell.  Jim  is  the  Assistant  Director  who 
heads  up  most  of  our  work  dealing  with  the  postal  issues  for  the 
General  Accounting  Office. 

Mr.  Chairman,  and  members  of  the  committee,  we  are  pleased  to 
be  here  today  to  participate  in  the  committee's  oversight  hearings 
on  the  future  role  of  the  U.S.  Postal  Service. 

As  you  requested,  our  testimony  will  focus  on  the  impact  emerg- 
ing technologies  may  have  on  the  Postal  Service's  ability  to  provide 
universal  mail  service  at  affordable  rates.  I  will  also  provide  some 
observations  from  recent  work  on  postal  automation  and  labor  rela- 
tions. 

The  risk  to  the  Postal  Service  posed  by  competition  and  changing 
technology  is  very  real.  The  Service  has  already  lost  a  significant 
part  of  its  business.  We  pointed  out  in  a  March  1992  report  to  Con- 
gress that  parcel  post  and  overnight  mail  declined  substantially  be- 
cause the  Postal  Service  could  not  compete  on  price  and  service. 
While  growth  in  letter  mail  has  more  than  compensated  for  these 
losses  in  the  past  20  years,  and  have  been  substantially  protected 
from  competition  by  law,  it  is  partially  vulnerable  to  alternative 
forms  of  delivery,  and  entirely  unprotected  from  diversion  to  other 
technologies. 

Figure  1  shows  mail  volume  since  the  Postal  Service  became 
independent  in  1971.  It  does  show  a  slowdown  in  growth  during 
the  last  few  years.  Rate  increases  since  1988,  totaling  38  percent, 
have  made  alternatives  more  attractive  and  encouraged  some  post- 
al customers  to  actively  seek  other  means  of  communication.  There 
is  an  impression  that  large-scale  diversion  of  the  mail  is  almost 
certain.  More  importantly,  the  Service  is  likely  to  lose  the  more  au- 
tomation-compatible business  mail  that  is  the  easiest  and  cheapest 
to  handle  and  be  left  with  costly  personal  correspondence  and  mis- 
cellaneous mail.  The  likely  consequences  of  this  scenario  include 
higher  postal  rates,  reduced  service,  and/or  Federal  subsidies. 

The  correspondence  and  transactions  product  line  comprises  the 
largest  volume  and  generates  the  most  revenue  of  any  product  line. 
In  1993,  it  accounted  for  49  percent  of  the  total  Postal  Service  mail 
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volume  and  53  percent  of  the  total  revenue.  It  is  this  product  line 
that  is  most  vulnerable  to  electronic  diversion.  Over  90  percent  of 
this  product  line's  mail  involves  businesses. 

The  correspondence  and  transaction  product  line  grew  about  5 
percent  from  1988  through  1993,  and  competes  with  alternatives 
such  as  electronic  mail,  which  is  growing  at  25  to  30  percent  per 
year;  faxes,  which  is  growing  at  20  to  30  percent  per  year;  videotext 
and  electronic  interchange,  both  growing  30  to  40  percent  a  year. 
Other  alternatives  include  800  and  900  telephone  lines.  As  a  result, 
the  Postal  Service's  share  of  the  market  decreased  from  77  percent 
in  1988  to  an  estimated  54  percent  this  year. 

The  Service  believes  that  the  shift  to  alternative  forms  of  com- 
munication accounted  for  about  $1.8  billion  in  lost  revenue  from 
1988  to  1991.  Predictions  are  that  the  Service's  share  of  the  cor- 
respondence and  transaction  market  could  decline  to  35  percent  by 
the  year  2000  as  businesses  make  greater  use  of  alternatives  that 
the  maturing  technology  offers  them. 

It  should  be  noted  that  despite  the  decline  in  mail  between  busi- 
nesses, correspondence  and  transaction  mail  has  still  increased.  As 
indicated  in  figure  2,  increases  in  business  mail  both  to  and  from 
households  more  than  offset  the  business-to-business  loss.  While 
this  mail  is  also  vulnerable  to  diversion  to  electronic  technology, 
the  threat  is  not  as  immediate  as  it  is  with  business-to-business 
mail. 

While  the  loss  of  revenue  could  largely  be  mitigated  by  commen- 
surate reductions  in  cost,  we  have  reported  that  the  Postal  Service 
has  historically  had  difficulty  in  adjusting  its  work  force  for  im- 
proved productivity  when  volume  changes. 

Now,  Mr.  Chairman,  I  would  like  to  make  a  few  comments  about 
how  the  Postal  Service  is  responding.  Postal  officials  generally  be- 
lieve the  Service  must  compete  to  stay  financially  viable  and  find 
a  role  for  itself.  To  this  end,  the  Service  recently  reorganized  and 
strengthened  its  marketing  organization.  It  hired  a  vice  president 
for  technology  and  applications  with  expertise  in  telecommuni- 
cations to  determine  how  the  Service  can  use  technology  to  be  more 
competitive.  The  Service  hopes  to  capitalize  on  the  traditional 
strengths  of  the  organization,  its  widespread  recognition  and  ac- 
ceptance among  the  public,  the  security  of  the  mail,  the  Service's 
political  and  business  neutrality,  and  its  national  address  coverage. 

Specific  projects  under  each  consideration  include:  Entry  into  the 
electronic  data  interchange  market,  offering  shippers  a 
preclearance  service  through  Customs  and  electronic  notification  of 
duty  amounts;  E-mail  routing  and  addressing;  involvement  in  opti- 
cal scanning  of  information  sent  between  customers  and  marketers; 
and  improving  efficiency  of  remittance  processing  of  transactions 
between  customers  and  financial  institutions. 

The  electronic  communications  revolution  will  present  new  chal- 
lenges and  new  opportunities.  For  example,  the  Service  will  partici- 
pate in  a  Time  Warner  Cable  interactive  television  test  project  in 
the  Orlando,  FL,  area  and  offer  next-day  delivery  of  merchandise 
offered  over  the  networks. 

Predicting  what  will  happen  to  mail  volume  in  the  Postal  Service 
is  an  exercise  in  speculation.  Well-reasoned  predictions  made  in  the 
early  1980's  were  wrong.  Nevertheless,  there  is  a  consensus  that 
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the  Postal  Service  will  not  continue  to  grow  as  fast  as  it  has.  How- 
ever, any  significant  impact  on  the  size  of  the  Service  appears  to 
be  several  years  away. 

The  many  electronic  technologies  and  systems  that  are  being  con- 
sidered will  be  in  competition  with  each  other  for  some  time,  and 
no  one  knows  which  will  succeed  or  fail  and  how  long  this  weeding- 
out  process  will  take.  As  I  mentioned,  the  most  pressing  threat  to 
the  Service  would  appear  to  be  the  adverse  consequences  of  the  di- 
version of  business  mail  on  costs  and  revenues. 

While  the  Service  has  not  yet  sought  action  from  Congress,  is- 
sues will  surface  that  may  require  congressional  attention,  such  as 
whether  the  Service  should  offer  new  services,  how  the  anticipated 
changes  in  mail  volume  and  mix  will  affect  universal  mail  service 
at  affordable  rates,  and  whether  the  Service  has  the  necessary 
flexibility  to  make  timely  adjustments  of  policies,  services,  and 
rates  to  effectively  respond  to  change  in  technology  and  the  mar- 
ketplace. 

Regarding  the  issues  of  flexible  policy  services  and  rates,  the 
Postmaster  General  recently  announced  plsins  to  begin  the  process 
of  reclassifying  postal  services  for  rate  purposes  this  fall.  We  be- 
lieve the  rate  reform  is  needed  and  overdue. 

Currently,  the  Service's  inability  to  offer  volume  discounts  and 
adjust  rates  quickly  prevents  it  from  competing  with  the  private 
sector  in  the  profitable  business-to-business  and  business-to-house- 
hold merchandising  market. 

A  1992  report  recommended  that  if  Congress  wishes  the  Postal 
Service  to  compete  effectively  in  this  growing  market,  it  should  re- 
examine provisions  of  the  Postal  Reorganization  Act  dealing  with 
the  rate-making  process  and  rate-setting  criteria.  As  the  Postal 
Service  begins  its  reclassification  process,  congressional  action  may 
be  required. 

Regarding  postal  automation,  we  have  reported  it  is  not  having 
a  significant  impact  on  operating  costs,  and  it  was  unclear  whether 
this  would  change.  It  is  becoming  evident  while  automation  is  ca- 
pable of  providing  some  savings,  the  amount  involved  is  not  con- 
sistent from  year  to  year  nor  does  it  compare  to  the  overall  growth 
in  Postal  Service  costs.  In  1993,  the  Service  again  missed  its  work- 
hour  reduction  goals.  The  work  in  most  functions  affected  by  auto- 
mation cost  $816  million  more,  or  6  percent  more,  than  the  year 
before. 

You  have  heard  from  earlier  witnesses  that  the  original  goal  to 
bar  code  virtually  all  letter  mail  by  1995  has  now  slipped  to  1997. 
Some  postal  officials  have  indicated  to  us  they  are  not  all  together 
optimistic  it  can  be  done  by  1997.  Some  issues  exist  that  are  not 
likely  to  be  resolved  quickly.  This  includes  the  difficulty  in  making 
route  and  work  force  adjustments  to  achieve  greater  efficiency  in 
carrier  operations.  In  addition,  the  current  rate  structure  favors 
presorting  of  mail  by  customers.  While  some  level  of  presorting  will 
always  be  desirable,  the  automation  program,  to  be  fully  effective, 
needs  mail  to  be  bar  coded.  Finally,  the  Postal  Service  does  not 
have  an  overall  plan  for  completing  the  program  by  1997. 

Let  me  now  make  some  comments  about  our  ongoing  work  on 
labor  relations.  A  key  to  the  Postal  Service  being  successful  in  an 
increasingly  competitive  environment  will  be  the  employee  commit- 
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ment.  We  are  near  completion  of  the  review  of  labor-managements 
relations  in  the  Postal  Service,  which  confirmed  that  employees  are 
generally  dissatisfied  with  their  work  environment. 

The  1993  service  surveys  showed  that  more  than  two-thirds  of  all 
employees  enjoyed  their  work,  liked  their  pay  and  benefits,  and 
were  proud  to  be  part  of  the  Service.  However,  most  craft  employ- 
ees felt  that  managers  and  supervisors  did  not  treat  them  with  re- 
spect or  dignity.  The  negative  opinions  were  more  prevalent  in  mail 
processing  plants  than  customer  service  operations  and  more  prev- 
alent in  large  post  offices  than  small  ones. 

Under  the  Postmaster  Greneral,  positive  steps  are  being  taken  at 
the  national  level  to  improve  communications.  There  is  where 
change  must  start.  What  is  needed  next  is  a  strategy  for  improving 
relations  locally  on  workroom  floors. 

We  will  be  issuing  a  report  soon  that  will  discuss  in  detail  our 
findings  in  past  and  current  service  improvement  initiatives.  We 
will  also  make  recommendations  to  the  Postal  Service  unions  and 
management  associations. 

Mr.  Chairman,  this  concludes  my  prepared  statement  and  I 
would  be  an  happy  to  respond  to  any  questions  you  or  members  of 
the  committee  may  have. 

Mr.  Clay.  Thank  you. 

[The  prepared  statement  of  Mr.  Motley  follows:] 

Prepared  Statement  of  Michael  E.  Motley,  Associate  Director,  Government 
Business  Operations  Issues,  General  Accounting  Office 

GAO's  testimony  focuses  on  the  impact  of  emerging  communication  technologies 
on  the  Postal  Service's  ability  to  provide  universal  mail  service  at  affordable  rates. 
It  also  addresses  the  status  of  the  postal  automation  program  and  the  state  of  labor 
relations  in  the  Service. 

While  the  Postal  Service  expects  mail  volume  to  continue  to  grow  for  the  foresee- 
able future,  the  rate  of  growth  appears  to  be  slowing.  The  majority  of  First  Class 
Mail,  which  comprises  about  half  of  the  Service's  volume  and  revenue,  is  vulnerable 
to  the  fast  growing  technologies  such  as  fax,  electronic  mail,  and  electronic  data 
interchange.  The  Service  believes  that  because  of  these  technologies,  there  has  been 
a  significant  decline  in  its  business-to-business  mail.  Its  share  of  the  correspondence 
and  transactions  market  is  54  percent  this  year,  down  from  77  percent  in  1988. 
Forecasters  have  predicted  that  it  will  decUne  even  further  to  35  percent  by  the  year 
2000.  The  Postal  Service  may  ultimately  have  to  reduce  its  size  as  the  new  tech- 
nologies mature.  While  this  may  be  some  years  away,  the  Service  has  historically 
had  difficulty  in  adjusting  its  workforce  to  meet  volume  changes. 

To  adapt  to  the  changing  market  the  Service  reorganized  its  marketing  depart- 
ment to  focus  more  on  emerging  technologies  and  is  considering  and  participating 
in  new  projects.  Related  issues  that  are  Ukely  to  be  brought  before  Congress  include 
whether  the  Service  should  attempt  to  offer  nontraditional  services,  and  whether  it 
has  the  flexibility  needed  to  respond  to  changes  in  the  communications  marketplace. 

For  fiscal  year  1993,  work  hours  in  the  Service's  functions  that  are  expected  to 
be  most  affected  by  automation  increased  by  nearly  5  percent,  or  about  16,500  posi- 
tions whereas  mail  volume  grew  less  than  3  percent.  FuU  implementation  of  the  pro- 
gram, originally  scheduled  for  1995,  has  sHpped  to  1997.  It  wiU  be  difficult  to  com- 
plete the  program  by  then  because  of  complex  problems  that  are  yet  to  be  resolved. 

Employee  commitment  is  crucial  to  the  Service's  success.  According  to  a  recent 
employee  survey,  employees  generally  Uke  their  work,  but  most  also  believe  there 
is  an  atmosphere  of  intimidation  in  the  workplace.  Most  also  believe  there  is  a  lack 
of  recognition  of  good  performance  and  that  employees  are  not  held  accountable 
when  they  perform  poorly.  The  National  leadership,  including  postal  management 
and  unions,  is  taking  steps  to  improve  communication  at  the  national  level.  What 
is  needed  next  is  a  strategy  for  improving  relations  locally,  on  workroom  floors. 

Mr.  Chairman,  Mr.  Myers,  and  Members  of  the  Committee: 

We  are  pleased  to  be  here  today  to  participate  in  the  Committee's  oversight  hear- 
ings on  the  futvu-e  role  of  the  U.S.  Postal  Service.  As  you  requested,  our  testimony 
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will  focus  on  the  impact  emerging  technologies  may  have  on  the  Postal  Service's 
ability  to  provide  universal  mail  service  at  affordable  rates.  I  will  also  provide  some 
observations  from  our  recent  work  on  postal  automation  and  labor  relations. 

The  risk  to  the  Postal  Service  posed  by  competition  and  changing  technology  is 
very  real.  The  Service  has  already  lost  a  significant  part  of  its  business.  We  pointed 
out  in  a  March  1992  report  to  Congress  that  parcel  post  and  overnight  mail  dechned 
substantially  because  the  Postal  Service  coxild  not  compete  on  price  and  service.^ 
The  Service's  share  of  the  parcel  market  declined  from  about  65  percent  in  1971  to 
6  percent  in  1990.  The  Service  introduced  overnight  mail  service  in  1971  but  saw 
its  share  of  that  market  decline  from  100  percent  to  12  percent  in  1990.  Together, 
these  two  services  now  comprise  only  about  5  percent  of  postal  mail  revenue.  While 
growth  in  letter  mail  has  more  than  compensated  for  these  losses  in  the  past  20 
years,  and  is  substantially  protected  from  competition  by  law,  it  is  partially  wilner- 
able  to  alternative  forms  of  delivery  and  entirely  unprotected  from  diversion  to  other 
technologies. 

Figure  1  shows  mail  volume  since  the  Postal  Service  became  independent  in  1971. 
It  does  show  a  slowdown  in  growth  during  the  last  few  years.  Rate  increases  in  1988 
and  1991,  totaling  38  percent,  have  made  alternatives  more  attractive  and  encour- 
aged some  postal  customers  to  actively  seek  other  means  of  communication.  More- 
over, the  widespread  publicity  and  high  expectations  over  the  developing  electronic 
information  superhighway  create  the  impression  that  large-scale  diversion  of  the 
mail  is  almost  certain.  More  importantly,  the  Service  is  likely  to  lose  the  more  auto- 
mation-compatible business  mail  that  is  the  easiest  and  cheapest  to  handle  and  be 
left  with  costlier  personal  correspondence  and  miscellaneous  mail.  Should  this  occur, 
the  tradition  of  universal  maU  service  at  affordable  rates  wiU  be  at  risk.  The  Postal 
Service  would  be  deprived  of  much  of  the  revenue  needed  to  maintain  its  post  of- 
fices, deUvery  routes,  and  transportation  network.  The  likely  consequences  of  this 
scenario  include  higher  postal  rates,  reduced  service,  and/or  federal  subsidies.  The 
Postal  Service  expects  total  mail  volume  to  continue  to  grow  for  the  foreseeable 
term,  but  it  is  likely  to  grow  at  a  slower  rate  than  other  forms  of  communication. 


»U.S.  Postal  Service:  Pricing  Postal  Services  in  a  Competitive  Environment  (GAO/GGD-92- 
49,  Mar.  25,  1992). 


Cigur.  1:  ToUl  Mail  Volum.  1971  •  1973 


Source:  PoaM  Saivio*' 


and  Wwghia  Rcpoitt  (RPW). 
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Correspondence  and  Transactions 
product  line  is  vulnerable 

The  correspondence  and  transactions  product  line^  comprises  the  largest  volume 
and  generates  the  most  revenue  of  any  product  line.  In  1993  it  accounted  for  49  per- 
cent of  the  total  Postal  Service  mail  volume  and  53  percent  of  the  total  revenue. 
It  is  this  product  line  that  is  most  vulnerable  to  electronic  diversion.  Over  90  per- 
cent of  this  product  line's  mail  involves  businesses. 

The  correspondence  and  transactions  product  Une  competes  with  alternatives  that 
are  growing  rapidly:  Electronic  mail  (e-mail),  with  both  private  and  public  networks 
is  growing  25  to  30  percent  a  year.  Facsimile  (fax)  is  growing  20  to  30  percent  a 
year.  Videotext,  provided  by  remote  computing  services  such  as  CompuServ  and 
Prodigy,  is  growing  30  to  40  percent  a  year.  Electronic  data  interchange,  the  com- 
puter-to-computer transfer  of  data  between  businesses,  is  growing  30  to  40  percent 
a  year. 

Other  alternatives  include  800  and  900  telephone  Unes,  now  in  common  use  for 
product  ordering  and  inquiries,  and  electronic  funds  transfer,  which  includes  a  vari- 
ety of  methods  for  transferring  funds  between  parties. 

The  growth  in  these  electronic  alternatives  is  diverting  mail  from  the  Postal  Serv- 
ice's correspondence  and  transaction  product  Une.  The  Service  estimates  that  vol- 
ume in  this  product  line  grew  only  about  5  percent  from  1988  through  1993.  As  a 
result,  the  Postal  Service's  share  of  the  market  decreased  from  77  percent  in  1988 
to  an  estimated  54  percent  this  year. 

The  Service  believes  that  the  shift  to  alternative  forms  of  communication  amount- 
ed to  about  $1.8  billion  in  lost  revenue  from  1988  to  1991.  A  Postal  Service  consult- 
ant predicted  that  even  though  mail  volvune  will  increase  somewhat,  the  Service's 
share  of  the  correspondence  and  transactions  market  could  decUne  to  35  percent  by 
the  year  2000  as  businesses  make  greater  use  of  alternatives  a  maturing  technology 
provides  them. 

It  should  be  noted  that  despite  the  decUne  in  mail  between  businesses,  cor- 
respondence and  transactions  mail  has  still  increased.  A  indicated  in  figure  2,  in- 
creases in  business  mail  both  to  and  from  households  (about  14  billion  pieces)  more 
than  offset  the  business-to  business  loss.  The  Service  attributes  the  increase  mainly 
to  the  increase  in  the  number  of  households  nationwide.  While  this  mail  is  also  vul- 
nerable to  diversion  to  electronic  technology,  the  threat  is  not  as  immediate  as  it 
is  with  the  business-to-business  mail.  Businesses  are  looking  for  the  most  cost  effec- 
tive means  of  handling  their  correspondence  and  transactions.  They  are,  therefore, 
more  likely  to  adopt  new  electronic  communication  technologies  earUer  than  house- 
holds. 


2  This  product  line  consists  of  First  Class  Mail  (excluding  First  Class  advertising).  Other  prod- 
uct hnes  include  advertising,  expedited  delivery,  standard  packages,  international  mail,  publica- 
tions, and  retail  services. 


Rgun  2:  Corretpondanca  and 
Transaction  Mail  Voluma  by  Houaahold 
and  Butinaaa,  198810  1994 


Soum:  Poil«IS«ivk.sMarl»iing«>dS«1..0«p«im«.t 
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While  the  loss  of  revenue  could  largely  be  mitigated  by  a  commensurate  reduction 
in  costs,  we  have  reported  2  that  the  Postal  Service  has  historically  had  difficulty 
in  adjusting  its  workforce  for  improved  productivity  when  volume  changes.  As  I  will 
discuss  in  a  moment,  the  automation  program  is  not  generating  the  savings  antici- 
pated. ^ 

How  THE  Postal  Service  Is  Responding 

Postal  officials  generally  believe  that  the  Service  must  compete  to  stay  financially 
viable  and  find  a  role  for  itself,  rather  than  concede  its  remaining  markets.  To  this 
end,  the  Service  recently  reorganized  and  strengthened  its  marketing  organization. 
It  hired  a  vice  president  for  technology  and  appUcations  with  expertise  in  tele- 
communications. His  responsibilities  include  determining  how  the  Service  can  use 
technology  to  be  more  competitive.  The  new  organization  includes  an  advanced  engi- 
neering research  office  for  development  of  new  postal  products  and  services.  Ad- 
vanced engineering  research  had  previously  been  directed  to  internal  mail  processes 
and  systems. 

For  the  long  term.  Service  officials  hope  to  capitalize  on  the  traditional  strengths 
of  the  organization — its  widespread  recognition  and  acceptance  among  the  public, 
the  security  of  the  mail,  the  Service's  political  and  business  neutrality,  and  its  na- 
tional address  coverage.  The  Service  sees  a  role  for  itself  in  the  fiiture  and  has  a 
number  of  specific  projects  under  early  consideration  including:  Entry  into  the  elec- 
tronic data  interchange  market,  where  the  Service  offers  package  shippers  a 
preclearance  service  through  Customs  and  electronic  notification  of  duty  amounts; 
e-mail  routing  and  addressing;  interactive  information  kiosks  at  post  offices  for  the 
public  to  obtain  information  about  federal  programs;  development  of  an  electronic 
commerce  system  for  federal  agencies;  participation  in  ePost,  an  electronic/paper  de- 
livery system  developed  by  European  postal  administrations;  and  involvement  in  (1) 
optical  scanning  of  information  sent  between  customers  and  marketers  and  (2)  im- 
proving the  efficiency  of  remittance  processing  of  transactions  between  customers 
and  financial  institutions. 

The  electronic  communications  revolution  will  present  new  challenges  and  new 
opportunities.  The  Postal  Service  may  see  a  growing  parcel  and  expedited  mail  mar- 
ket if,  as  envisioned,  the  public  shops  from  home.  As  you  have  heard  it  described 
by  earliest  witnesses,  the  Service  wUl  participate  in  the  Time  Warner  Cable  inter- 
active television  test  project  in  the  Orlando,  FL  area.  Among  the  services  offered 
to  viewers  will  be  next-day  delivery  by  the  Postal  Service  of  merchandise  ordered 
over  the  network. 

Effect  of  Diversion  on  the  Postal  Service 

Predicting  what  will  happen  to  maU  volume  and  the  Postal  Service  is  an  exercise 
in  speculation.  Well-reasoned  predictions  made  in  the  early  1980s  were  wrong.  Elec- 
tronic mail  was  by  now  to  have  caused  a  significant  decline  in  mail  volume  and  the 
size  of  the  Postal  Service. 

Nevertheless,  there  is  a  consensus  among  those  interested  in  the  mail  side  of  the 
communications  market,  including  postal  officials,  that  the  Postal  Service  will  not 
continue  to  grow  as  fast  as  it  has.  Moveover,  even  with  the  Service's  efforts  to  de- 
velop new  services,  it  will  eventually  be  smaller.  Message  diversion  will  occur,  and 
new  services  are  likely  to  be  less  labor  intensive.  Further,  we  question  whether  any 
revenue  that  might  be  generated  by  the  new  services  would  replace  amounts  that 
can  potentially  be  lost  by  large-scale  mail  diversion. 

Any  significant  impact  on  the  size  of  the  Service  appears  to  be  several  years  away. 
The  many  electronic  technologies  and  systems  that  are  being  considered  will  be  in 
competition  with  each  other  for  some  time.  No  one  knows  which  will  succeed  or  fail 
or  how  long  this  weeding-out  process  will  take.  The  public's  acceptance  and  eco- 
nomic feasibility  of  the  planned  new  technologies  are  not  known.  As  I  mentioned, 
the  most  pressing  threat  to  the  Service  would  appear  to  be  the  adverse  con- 
sequences of  the  diversion  of  business  mail  on  costs  and  revenues.  In  any  case,  to 
its  credit,  the  Service  is  researching  the  communication  market  and  assessing  the 
threat  to  it. 


2  U.S.  Postal  Service:  Priority  Mail  at  Risk  to  Competition  if  Double  Postage  Rule  is  Sus- 
pended (GAO/GGD-92-68,  May  7,  1992). 

3  Financial  Performance  of  the  United  States  Postal  Service  (GAO/T-GGD-90-16,  Feb.  7, 
1990). 
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Congressional  Action  May  Be  Required 

The  Service  appears  to  be  taking  these  trends  seriously.  It  has  not  sought  action 
from  Congress;  however,  issues  vvill  surface  that  may  require  Congress'  attention 
and  action  as  the  Postal  Service  begins  to  introduce  new  products  and  services. 
These  include:  Whether  the  Service  should  offer  new  services  or  stick  to  its  tradi- 
tional mission;  how  the  anticipated  changes  in  mail  volume  and  mix  will  affect  the 
ability  of  the  Service  to  maintain  universal  mail  service  at  affordable  rates;  and 
whether  the  Service  has  the  necessary  flexibility  to  make  timely  adjustments  of  poli- 
cies, services,  and  rates  to  effectively  respond  to  changes  in  technology  and  the  mar- 
ketplace. 

Regarding  the  issue  of  flexible  policies,  services,  and  rates  Postmaster  General 
Runyon  recently  announced  plans  to  begin  the  process  of  reclassifying  postal  serv- 
ices for  rate  purposes  this  fall.  We  believe  that  rate  reform  is  needed  and  overdue. 

The  services  for  moving  merchandise  and  more  urgent  correspondence  are  parcel 
post.  Express  Mail,  and  Priority  Mail  (heavy  First  Class  Mail).  However,  as  I  men- 
tioned at  the  beginning  of  my  statement,  the  Service  is  not  competitive  in  parcels 
and  overnight  mail  because  it  has  not  offered  quality  service  at  competitive  prices. 
Private  companies,  such  as  United  Parcel  Service  and  Federal  Express,  face  fewer 
constraints  than  the  Postal  Service;  fewer  constraints  enable  these  private  compa- 
nies to  be  more  aggressive  players  in  the  package  and  overnight  market.  For  exam- 
ple, they  are  able  to  offer  new  services  and  price  them  without  the  constraint  of  reg- 
ulation in  this  market. 

The  Service  is  taking  steps  to  improve  the  quality  and  tj^je  of  services  offered  in 
the  parcel  and  overnight  mail  markets.  However,  even  if  successful,  it  will  still  be 
at  a  disadvantage.  The  Service's  inability  to  offer  volume  discounts  and  adjust  rates 
quickly  prevents  it  from  competing  with  the  private  sector  in  the  profitable  busi- 
ness-to-business and  business-to-household  merchandising  market. 

Our  1992  report  recommended  that  if  Congress  wishes  the  Postal  Service  to  com- 
pete effectively  in  this  growing  market,  it  should  reexamine  provisions  of  the  Postal 
Reorganization  Act  dealing  with  the  rate-making  process  and  rate-setting  criteria. 
No  action  has  been  taken  on  our  recommendation.  As  the  Postal  Service  begins  its 
reclassification  process,  congressional  action  may  be  reqviired. 

POSTAL  AUTOMATION 

We  have  reported  in  the  past  that  postal  automation  was  not  having  a  significant 
impact  on  operating  costs,  and  that  it  was  unclear  whether  this  would  change.^  It 
is  becoming  evident  that  while  automation  is  capable  of  producing  some  savings,  the 
amount  involved  is  not  consistent  from  year  to  year,  nor  does  it  compare  to  the  over- 
all growth  in  Postal  Service  costs.  In  1993  the  Service  again  missed  its  work  hour 
reduction  goals.  In  the  work  functions  expected  to  be  most  affected  by  automation, 
work  hours  increased  by  nearly  5  percent  (equivalent  to  about  16,500  positions)  al- 
though mail  volvmie  increased  by  less  than  3  percent.  The  work  in  these  functions 
cost  $816  million  more,  or  6  percent  more  than  the  year  before. 

Over  the  last  5  years,  not  counting  wage  and  salary  increases  and  the  cost  of  the 
equipment,  the  Service  has  on  average  done  a  Uttle  more  with  a  Uttle  less,  handling 
about  1  percent  more  mail  per  work  hour  each  year.  However,  it  is  difficult  to  deter- 
mine the  extent  that  this  gain  in  labor  efficiency  is  due  to  automation  rather  than 
other  factors  such  as  mailer  presorting. 

COMPLETION  DATE  HAS  SLIPPED 

You  have  heard  from  earlier  witnesses  that  the  original  goal  to  barcode  virtually 
all  letter  mail  by  1995  has  now  slipped  to  1997.  Some  postal  officials  have  indicated 
to  us  that  they  are  not  altogether  optimistic  that  it  can  be  done  by  1997.  We  believe 
that  implementation  delays  have  stemmed  from  the  time  it  took  to  settle  the  ques- 
tion of  contracting  out  the  remote  barcoding  jobs  and  a  general  deemphasis  of  auto- 
mation during  the  recent  postal  reorganization.  The  remote  barcoding  jobs  issue  has 
been  largely  resolved,  and  a  central  office  to  oversee  automation  implementation  has 
been  reestablished.  However,  other  issues  exist  that  are  not  likely  to  be  resolved 
quickly.  This  includes  the  difficulty  in  making  route  and  workforce  adjustments  to 
achieve  greater  efficiency  in  carrier  operations.  In  addition,  the  ciurent  rate  struc- 
ture favors  presorting  of  mail  by  customers.  While  some  level  of  presorting  will  al- 
ways be  desirable,  the  automation  program,  to  be  fiiUy  effective,  needs  the  mail  to 


4  Postal  Service:  Restructuring,  Automation,  and  Ratemaking  (GAT/T-C!GD-93-15,  Mar.  25, 
1993). 
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be  barcoded.  Finally,  the  Postal  Service  does  not  have  an  overall  plan  for  completing 
the  program  by  1997. 

LABOR  RELATIONS 

A  key  to  the  Postal  Service  being  successful  in  an  increasingly  competitive  envi- 
ronment will  be  employee  commitment.  We  are  near  completion  of  a  review  of  labor- 
management  relations  in  the  Postal  Service,  which  confirmed  that  employees  are 
generally  dissatisfied  with  their  work  environment.  Service  surveys  conducted  in 
1993  and  our  work  showed  that,  in  mail  processing  plants  and  post  offices,  many 
employees  work  in  an  atmosphere  of  intimidation  and  tension  that  is  too  often  char- 
acterized by  the  use  of  (1)  discipline  to  correct  employee  problems,  (2)  grievance 
processing  to  obtain  relief  from  disciplinary  actions,  and  (3)  arbitration  to  resolve 
the  ensuing  conflict. 

The  1993  Service  surveys  showed  that  more  than  two-thirds  of  all  employees  en- 
joyed their  work,  liked  their  pay  and  benefits,  and  were  proud  to  be  a  part  of  the 
Service.  However,  most  craft  employees  felt  that  managers  and  supervisors  did  not 
treat  them  with  respect  or  dignity.  Most  believed  that  the  organization  is  insensitive 
to  individual  needs  and  concerns.  Most  also  beheved  that  performing  well  just  gets 
you  more  work  and  that  high  levels  of  performance  were  not  being  adequately  recog- 
nized or  rewarded.  The  negative  opinions  were  more  prevalent  in  mail  processing 
plants  than  customer  service  operations  and  more  prevalent  in  large  post  offices 
than  small  ones. 

Under  Postmaster  General  Runyon,  some  positive  steps  are  being  taken  at  the  na- 
tional level  to  improve  communication.  This  is  where  change  must  start.  What  is 
needed  next  is  a  strategy  for  improving  relations  locally,  on  workroom  floors. 

We  will  be  issuing  a  report  soon  that  will  discuss  in  detail  our  findings  and  past 
and  current  Service  improvement  initiatives.  We  will  also  make  recommendations 
to  the  Postal  Service,  unions,  and  management  associations. 

Mr.  Chairman,  this  concludes  may  prepared  statement.  I  have  attached  a  list  of 
our  Postal  Service  reports  issued  since  the  Committee's  last  oversight  hearing  in 
March  1993.  I  would  be  pleased  to  respond  to  questions. 

Postal  related  GAO  products  since  1993  Committee  on  Post  Office  and  Civil  Service 
oversight  hearing 

Postal  Service:  Planned  Benefits  of  Iowa  Automated  Mail  Facility  Not  Realized 
(GAO/GGD-94-78,  Apr.  8,  1994). 

Postal  Service:  Issues  Related  to  Settling  a  Disputed  Contract  Award  for  Air 
Transportation  (GAO/GGD-94-92,  Mar.  24,  1994). 

U.S.  Postal  Service:  Newly  Designed  Retail  Store  Revenues  Exceed  Operating  Costs 
(GAO/GGD-94-85,  Feb.  4,  1994). 

Financial  Management:  Estimate  of  Interest  on  Selected  Benefits  Received  by  Post- 
al Service  Retirees  (GAO/AlMI>-93-ll,  July  29,  1993). 

Postal  Service:  1992  Olympic  Sponsorship — Profit  or  Loss  Is  Unknown  (GAO/ 
GGD-93-89,  July  23,  1993). 

Priority  Mail:  Advertised  2-Day  Service  is  Not  Guaranteed  (GAO/GGD-93-122, 
July  16,  1993). 

Postal  Procurement:  Information  on  Bid  Protest  Activities  (GAO/GGI>-93-79FS, 
Apr.  29,  1993). 

Mr.  Clay.  What  was  that  near  the  end?  You  mentioned  $816  mil- 
lion more  in  what? 

Mr.  Motley.  Eight  hundred  sixteen  million  dollars  more  to  proc- 
ess the  mail  than  it  did  the  previous  year.  In  other  words,  we  are 
addressing  the  issue  that  automation  has  not  had  the  kind  of  im- 
pact in  the  functions  that  it  intended  to  have  as  the  Postal  Service 
had  predicted. 

I  believe  even  testified  last  year,  Mr.  Chairman,  that  the  Postal 
Service  in  the  automation  area  had  not  met  its  goals,  and  we  are 
in  that  same  kind  of  situation  again  this  year,  that  it  still  has  not 
met  its  goals  and  it  is  even  more  costly  to  process  that  mail,  that 
automation  is  supposed  to  affect. 

Mr.  Clay.  Do  you  have  any  estimate  as  to  when  it  will  reach  its 
goal? 
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Mr.  Motley.  Well,  the  Postal  Service  is  shooting  for  1997,  but 
as  yet  they  have  not  put — do  not  have  a  full  strategy  or  plan  to 
complete  that  by  1997.  I  think  the  real  goal  will  be  to  get  the  auto- 
mation equipment  and  the  things  in  place  that  will  affect  the  over- 
all progress  in  this  particular  area. 

They  have  had  several,  as  you  might  say,  roadblocks  they  have 
had  to  meet  over  the  last  couple  of  years.  One  was  the  reorganiza- 
tion; two  was  an  area  where  the  Postal  Service  basically  neglected 
the  automation  issue  as  far  as  the  leadership  perspective  for  a 
while  and  now  they  have  that  back  in  place.  It  will  take  some  time 
in  our  view  and  in  my  view  to  get  these  things  reevaluated  and  to 
start  to  strive  forward  to  achieve  the  goals  they  intend  to. 

Mr.  Clay.  Did  you  want  to  comment,  Mr.  Campbell,  on  that? 

Mr.  Campbell.  I  will  just  add  very  briefly  that  the  1997  goal 
that  was  mentioned  by  Mr.  Runyon  earlier  is  the  goal  primarily  for 
putting  the  equipment  in  place.  The  last  of  the  remote  bar  coding 
sites  are  to  be  in  place  by  then.  So  that  if  that  goal  achieved,  they 
should  have  a  fully  automated  or  bar  coded  mail  stream. 

Now,  what  needs  to  be  recognized  is  that  the  adjustment  of  the 
work  force  or  some  capture  of  the  savings  still  has  to  occur  and 
that  is  where  they  have  had  the  difficulty  in  the  past,  not  only  get- 
ting the  equipment  in  place  but  also  actually  realizing  the  savings. 
That  we  expect  will  extend  well  beyond  1997. 

Mr.  Clay.  Is  it  a  question  of  mismanagement  or  inefficiency,  or 
what  is  the  problem? 

Mr.  Motley.  I  think  there  are  a  variety  of  problems.  There  have 
been  some  predictions  that  the  Postal  Service  is  having  difficulty 
just  recognizing  how  to  use  the  automation  process.  I  think  there 
has  been  some  mismanagement,  and  that  has  taken  place  over  the 
last  couple  of  years  as  a  result  of  the  things  I  mentioned  a  little 
bit  earlier. 

The  sense  that  we  have  at  this  point  in  time  is  the  Postal  Service 
is  trying  to  get  those  things  back  in  shape  again  to  go  forward  with 
some  of  the  progress.  There  have  been  some  delays,  there  has  been 
some  curtailment  of  the  placement  of  the  automation  equipment. 
So  hopefully  a  lot  of  the  problems  are  behind  them,  but  I  think  we 
will  all  have  to  wait  to  see  what  additional  problems  they  will  run 
into  in  the  future. 

As  Jim  indicated,  I  think  that  we  have  to  ensure  and  the  Postal 
Service  has  to  ensure  that  not  only  the  equipment  is  in  place  but 
we  make  the  necessary  work  force  adjustments  so  that  people  will 
be  able  to  use  the  automation  equipment  effectively. 

Mr.  Clay.  In  our  1992  report  on  the  killings  at  Royal  Oak,  Michi- 
gan, we  recommended  that  the  USPS  establish  a  time  standard  for 
grievance  arbitration  and  to  ensure  that  discipline  is  not  used  to 
intimidate  and  harass  employees. 

You  mentioned  that  you  were  going  to  have  some  recommenda- 
tions for  labor-management  improvement.  My  question  is,  do  they 
have  a  program  in  place  to  implement  our  recommendations  on  the 
workroom  floor  at  this  point? 

Mr.  Motley.  Mr.  Chairman,  I  think  one  of  the  problems  that  the 
Postal  Service  has  at  this  point  is  they  have  started  at  the  national 
leadership  level  with  the  guidance  of  Mr.  Runyon  in  coordination 
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with  the  associations  and  the  unions  as  well  to  try  and  get  the 
communication  links  stronger  at  that  level. 

What  we  have  seen  through  our  work  at  this  point  in  time  is 
that  that  kind  of  communication  and  linkage  that  is  at  that  na- 
tional level  has  not  gotten  down  to  the  workroom  floor  yet. 

We  have  not  seen  at  this  point  a  strategy  to  develop  that  at  the 
workroom  floor.  And  our  report,  which  is  currently  in  draft  and 
hopefully  will  be  issued  here  shortly,  will  depict  these  various 
things  and  also  include  recommendations,  not  only  the  Postal  Serv- 
ice but  the  unions,  to  try  to  get  that  message  down  to  the  work- 
room floor. 

Jim  may  have  some  additional  comments  on  that. 

Mr.  Campbell.  There  have  been,  as  you  may  know,  a  number  of 
efforts  to  reduce  the  number  of  grievances  filed  and  to  process 
them  more  quickly  to  get  them  resolved  on  the  workroom  floor. 

And,  basically,  the  thrust  of  our  work  has  been  to  determine  why 
the  grievances  were  filed  in  the  first  place  and  to  try  to  change  the 
conditions  on  the  floor  that  are  causing  the  grievances  to  be  filed, 
and  basically  taking  the  steps  that  need  to  be  taken  to  change  the 
culture.  The  change  has  been  described  as  the  paramilitary  culture 
there:  The  discipline,  the  grievances,  the  arbitration,  this  vicious 
cycle  that  continues. 

So  we  are  attempting  to  deal  with  the  underlying  causes  of  those 
problems  in  our  report. 

Mr.  Clay.  You  and  the  Postal  Rate  Commission  have  indicated 
a  concern  that  the  loss  of  First  Class  mail  volume,  because  of  com- 
petition, will  be  detrimental,  extremely  detrimental.  Do  you  think 
that  flexibility  in  rate-making  for  the  monopoly  of  First  Class  mail 
is  necessary  for  the  Postal  Service  to  remain  competitive? 

Mr.  Motley.  I  believe  in  1992,  Mr.  Chairman,  we  issued  a  report 
that  talked  about  the  Postal  Service  operating  in  a  competitive  en- 
vironment as  well,  and  that  particular  report,  and  as  you  well 
know  some  other  studies,  have  indicated  that  the  Postal  Service 
has  to  develop  some  flexibility  in  its  rates  and  opportunities  to  pro- 
vide volume  discounts  to  maintain  its  competitiveness. 

We  are  seeing  more  and  more  that  it  is  losing  market  share  in 
some  of  these  areas.  Particularly  in  the  correspondence  and  trans- 
action market,  it  has  been  reduced.  And  the  projections  are  for  it 
to  come  down  even  further.  We  sense  that  some  of  the  proposals 
that  the  Postmaster  may  come  up  with  this  fall,  as  well  as  some 
of  the  efforts  by  the  Postal  Rate  Commission  in  coordination  with 
them,  will  be  helpful  and  beneficial  in  trying  to  resolve  that  prob- 
lem. So  we  do  see  a  need  to  address  this  issue. 

Mr.  Clay.  Thank  you.  Mr.  Sawyer. 

Mr.  Sawyer.  Thank  you,  Mr.  Chairman. 

You  raised  questions  of  personnel  consequences  and  I  am  par- 
ticularly interested  in  those  kinds  of  questions  as  the  Postal  Serv- 
ice seeks  to  automate.  I  think  particularly  in  terms  of  positions  like 
the  remote  bar  coding  faciUties.  These  positions  that  are  being 
added,  potentially  over  six  to  eight  years,  but  are  nonetheless  being 
characterized  as  temporary. 

Can  you  comment  on  the  personnel  effects  of  that  sort  of  thing — 
on  the  ability  to  make  an  adequate  investment  in  training,  particu- 
larly if  you  are  thinking  of  people  in  terms  of  temporary  status? 
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And  then  further,  I  suppose  whether  or  not  there  are  other  areas 
for  potential  automation  that  are  being  overlooked  at  this  point? 

Mr.  Motley.  With  regard  to  the  training  of  people  in  the  remote 
bar  coding  facilities,  our  sense  at  this  point  in  time,  we  have  not 
looked  into  that  in  great  deal  ever  since  the  changeover  took  place, 
but  our  sense  is  that  is  working  fairly  well  and  that  has  been  a 
benefit  for  the  organization.  Yes,  we  see  it  as  a  temporary  move  as 
well  based  on  the  predictions  of  the  Postal  Service. 

Of  course,  we  have  some  apprehension  as  to  whether  or  not  the 
Postal  Service  is  going  to  be  able  to  get  to  this  bar  coding  type  au- 
tomation to  the  extent  that  they  anticipate.  Like  I  say,  from  the 
training  perspective  my  sense  is  we  are  fairly  comfortable.  The  pre- 
dictions they  make  about  being  able  to  make  that  totally  temporary 
I  think  we  have  some  apprehensions  as  well  about. 

Mr.  Sawyer.  What  about  areas  for  additional  application  of  auto- 
mated techniques,  other  technological  improvements? 

Mr.  Motley.  I  think,  and  I  would  like  to  have  Mr.  Campbell 
comment  as  well,  I  think  there  are  probably  opportunities,  and  my 
sense  is  as  a  result  of  this  reorganization  that  has  taken  place  from 
the  technological  perspective  they  will  be  looking  at  some  of  the 
customer  applications  they  may  be  able  to  automate  more  to  make 
that  information  at  the  Postal  Service  more  user-friendly. 

Mr.  Campbell.  If  the  Postal  Service  is  able  to  carry  out  its  plan 
for  automation,  it  will  have  basically  the  entire  mail  process  auto- 
mated from  the  point  of  receipt  at  the  facilities  through  carrier  de- 
livery. And  that  last  part,  of  course,  is  the  greatest  challenge,  is 
getting  mail  into  walk  sequence  for  the  carrier  just  to  take  it  off 
the  machines  and  hit  the  streets. 

An  area  that  is  causing  some  difficulty  £ind  has  not,  has  not  been 
given  a  lot  of  attention  recently  is  in  OCR  technology  and  the  need 
to  develop  that  technology  to  read  more  of  the  addresses  and  apply 
the  bar  codes.  We  understand  that  the  reject  rate  is  about  50  per- 
cent on  the  mail  that  is  coming  in  that  has  to  be  bar  coded  within 
the  Postal  Service.  And  that  is  a  technology  issue  as  well  as  a  prob- 
lem of  nonstandardization  of  mail.  The  quality  of  the  mail  coming 
in  is  of  great  variety  and  causes  the  problems  in  terms  of  read- 
ability of  the  mail. 

And  then  of  course,  well  just  basically  the  need  for  computer 
technology  to  be  able  to  read  the  mail  and  apply  the  bar  codes  and 
increase  the  volume  of  bar  coded  mail. 

Mr.  Sawyer.  Most  of  the  technology  focus  has  been  on  smoothing 
and  enhancing  the  handling  of  hard  copy  mail  hand  delivered  door 
to  door.  Is  enough  being  done  or  is  it  an  appropriate  arena  for  re- 
search in  terms  of  stepping  beyond  the  traditional  paper  and  print 
concept  of  mail? 

Mr.  Motley.  I  think  that  is  a  good  question,  and  I  think  as  I  al- 
luded to,  I  think  this  new  reorganization  may  help  in  that. 

It  has  been  somewhat  of  a  bumpy  road  for  the  Postal  Service  to 
get  over  this  automation  hump.  My  sense  is  while  they  may  be 
thinking  along  the  lines  of  some  of  the  things  you  are  mentioning 
or  alluding  to,  I  think  they  are  going  to  concentrate  on  getting  this 
automated  part  out  of  the  way  first  and  then  proceed  to  look  a  lit- 
tle bit  further  into  those  issues  in  the  future. 
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Mr.  Sawyer.  Let  me  ask  in  conclusion  one  final  question.  One  of 
the  recurring  themes  in  the  previous  four  hearings  we  have  had  in 
this  series  has  been  the  difficulty  that  has  been  encountered  in 
terms  of  holding  down  the  growing  use  of  overtime.  Can  you  com- 
ment on  that  and  its  relationship  to  improving  productivity? 

Mr.  Motley.  Well,  I  think  that  one  of  the  reasons  for  this  in- 
creasing amount  of  overtime  is  the  unanticipated  results  from  the 
reorganization.  Basically,  what  it  did  is  took  a  large  chunk  of  the 
people  that  knew  how  to  process  and  operate  the  mail  system  itself 
out  of  the  picture  and  when  they  were  ultimately  seen  as  gone  from 
the  picture,  there  was  a  need  to  increase  the  number  of  people  to 
come  in. 

As  you  alluded  to  earlier,  what  we  have  are  new  people  that  are 
not  as  knowledgeable  as  to  how  to  process  that  mail,  and,  as  a  re- 
sult, it  seems  to  be  taking  more  and  more.  I  think  Mr.  Runyon  has 
recognized  that  concern,  has  made  some  attempts  to  reduce  that 
work  force  or  that  overtime  perspective  that  the  Postal  Service  is 
incurring.  However,  I  do  not  think  we  have  seen  it  yet. 

Mr.  Sawyer.  It  is  fair  to  say  the  jury  is  still  out? 

Mr.  Motley.  Yes,  sir. 

Mr.  Sawyer.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Clay.  Mr.  Myers. 

Mr.  Myers.  I  have  no  questions,  Mr.  Chairman.  Thank  you. 

Mr.  Clay.  Mr.  Watt. 

Mr.  Watt.  Thank  you,  Mr.  Chairman. 

I  wanted  to  ask  a  couple  of  questions.  One  is  directed  at  your 
statement,  bottom  of  page  11,  top  of  page  12.  I  am  somewhat  at 
a  disadvantage,  I  guess.  I  can  continue  to  say  that  for  another  six 
months  or  so,  since  I  am  still  in  my  first  term. 

You  talk  about  recommendations  that  you  made  regarding  re-ex- 
amination of  the  provisions  of  the  Postal  Reorganization  Act  deal- 
ing with  rate-making  which  should  solve  some  of  the  problems. 

Can  you  give  me  a  very  quick  synopsis  of  what  those  rec- 
ommendations are,  and  subsequently  follow  that  by  providing  a 
copy  of  that  report? 

Mr.  Motley.  We  would  be  happy  to  do  that,  Congressman  Watt. 

Some  of  the  recommendations  that  were  in  that  report  basically 
address  the  issues  of  the  competitiveness  of  the  Postal  Service.  And 
they  address  issues  dealing  with  volume  discounts  as  well  as  the 
ability  of  the  Postal  Service  to  compete  with  others  on  a  price  per- 
spective. 

There  was  not  only  GAO's  report  in  1992  but  there  was  a  joint 
task  force  report  comprised  of  postal  officials  as  well  as  members 
of  the  PRC  that  addressed  very  similar  issues  to  that.  I  could  ask 
Mr.  Campbell  to  expand  a  little  on  that,  if  he  would  like. 

Mr.  Campbell.  The  problem  that  we  addressed  in  that  report, 
and  we  will  certainly  send  you  a  copy  of  it,  was  primarily  the  par- 
cel post  and  overnight  areas,  where  the  Postal  Service  had  lost,  ba- 
sically lost  that  market  to  Federal  Express,  UPS,  and  others.  And 
our  matter  for  congressional  consideration  was  that  if  Congress 
wants  the  Postal  Service  to  be  competitive  in  those  areas,  then  it 
needs  to  look  at  the  criteria  that  are  set  forth  in  the  act  of  1970 
and  determine  if  those  provisions  are  still  appropriate  in  today's 
competitive  environment  of  the  Postal  Service. 
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Of  course  that  recommendation  still  stands. 

Mr.  Motley.  I  would  sense,  Congressman  Watt,  many  of  these 
things  will  be  addressed  as  Mr.  Runyon  puts  forward  his  proposal 
this  fall  or  beginning  of  the  new  calendar  year. 

Mr.  Watt.  Is  it  your  anticipation  he  will  be  coming  forward  with 
recommendations  based  on  your  proposals? 

Mr.  Motley.  Well,  I  think  that  some  of  them  will  be  as  a  result 
of  some  of  our  proposals  as  well  as  other  studies  that  have  been 
done,  those  I  mentioned  earlier,  the  joint  task  force  of  the  Postal 
Service  and  the  PRC. 

Mr.  Watt.  My  other  question  is  directed  at  the  comments  you 
made  on  page  14  of  your  statement,  which  is  actually  where  I  get 
the  bulk  of  my  complaints  from  postal  employees.  And  you  indicate 
there  some  findings  that  certainly  have  been  substantiated  by  con- 
tacts with  my  congressional  office;  that  many  employees  work  in  an 
atmosphere  of  intimidation  and  tension  that  is  too  often  character- 
ized by  the  use  of  discipline  to  correct  employee  problems,  griev- 
ance processes  to  obtain  relief  from  disciplinary  action,  and  arbitra- 
tion to  resolve  the  ensuing  conflict,  and  that  they  feel  like  man- 
agers and  supervisors  did  not  treat  them  with  respect  or  dignity. 

One  of  the  things  we  did  a  couple  of  weeks  ago  was  to  pass,  at 
least  out  of  committee,  a  bill  which  would  take  some  of  the  appeals 
process  and  complaint  process  outside  the  Postal  Service  to  the 
EEOC.  Is  it  your  feeling  that  that  will  begin  to  address  that,  the 
ongoing  concerns  that  we  consistently  hear  from  employees?  Or 
what  other  steps  might  be  necessary  to  begin  to  address  that  prob- 
lem? 

Mr.  Motley.  I  am  unsure  at  this  time.  Congressman  Watt, 
whether  or  not  that  particular  thing  will  address  all  the  concerns 
that  they  have  because  their  concerns  are  really  across  the  board 
in  a  whole  variety  of  areas  in  our  particular  report.  We  will  high- 
light some  of  the  concerns  not  only  of  the  employees  but  even  mem- 
bers of  postal  management  which  have  been  brought  to  our  atten- 
tion and  try  to  make  some  recommendations  that  may  help  to 
smooth  out  this  process  a  little  bit  better. 

I  think  attention  outside  the  Postal  Service  as  well  as  attention 
inside  the  Postal  Service  at  the  management  level,  at  the  employee 
level,  at  the  union  level  will  help  in  this  process  overall.  But  I 
think  that  the  kind  of  things  you  are  talking  about  and  the  legisla- 
tion that  has  been  proposed  could  be  helpful  to  the  situation  at 
hand. 

Mr.  Watt.  When  do  you  anticipate  your  report  bemg  out  and  will 
it  include  specific  proposals  that  we  should  consider  to  address 
these  issues? 

Mr.  Motley.  Yes,  it  will  consider  specific  proposals  on  a  broad 
range  of  issues.  At  this  point  we  are  in  the  process  of  getting  ready 
to  send  out  a  draft  report  to  the  Postal  Service  as  well  as  the 
unions  and  associations  for  their  formal  comments,  and  that  will 
go  out  in  about  two  weeks,  and  I  would  suggest  within  about  a 
month  and  a  half  or  so  from  that  time  we  will  be  able  to  issue  a 
final  product.  We  will  be  happy  to  share  that  information  with  you 
and  brief  yourself  or  the  committee,  if  they  would  like,  at  that 
point  in  time. 
Mr.  Watt.  Thank  you,  Mr.  Chairman. 
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Mr.  Clay.  Thank  you.  Thanks  for  your  testimony. 

Mr.  Motley.  Thank  you,  Mr.  Chairman. 

Mr.  Clay.  The  next  panel  will  consist  of  the  Postal  Rate  Commis- 
sioners, Mr.  Edward  Gleiman  and  company. 

Welcome  to  the  committee  and  your  statements  will  be  included 
in  the  record  in  their  entirety.  You  may  proceed  as  you  so  desire. 

STATEMENTS  OF  EDWARD  J.  GLEIMAN,  CHAIRMAN,  POSTAL 
RATE  COMMISSION,  ACCOMPANIED  BY  W.H.  "TREY"  LE 
BLANC  III,  VICE  CHAIRMAN;  GEORGE  W.  HALEY,  COMMIS- 
SIONER; H.  EDWARD  QUICK,  JR.,  COMMISSIONER;  AND 
WAYNE  A.  SCHLEY,  COMMISSIONER 

Mr.  Gleiman.  Thank  you,  Mr.  Chairman.  It  is  an  honor  and — 
but  for  a  mild  case  of  nerves,  this  being  my  main  voyage  to  the  Hill 
on  this  side  of  the  table — a  pleasure  to  be  before  you  and  the  com- 
mittee to  provide  the  annued  update  of  the  activities  of  the  Postal 
Rate  Commission.  I  am  the  new  Chairman  of  the  Commission,  Ed 
Gleiman.  Accompanying  me  today  are  my  fellow  Commissioners: 
Mr.  W.H.  "Trey"  LeBlanc  III,  who  is  Vice  Chairman;  Mr.  George 
W.  Haley;  Mr.  H.  Edward  Quick,  Jr.;  and  Mr.  Wayne  A.  Schley. 

Following  my  testimony.  Commissioner  LeBlanc  will  also  be  ad- 
dressing the  committee  with  some  observations  on  current  Postal 
Service  finances.  While  Mr.  LeBlanc's  views  are  his  own,  he  is  the 
senior  commissioner  in  terms  of  service  and  brings  a  broad  perspec- 
tive to  this  subject. 

However,  I  speak  for  all  five  of  us  when  I  say  the  Commission's 
primary  commitment  is  to  a  strong  and  viable  Postal  Service  that 
provides  quality  service  at  fair  and  equitable  rates.  Today  the  focus 
of  my  remarks  will  be  to  respond  to  the  committee's  request  to  pro- 
vide an  assessment  of  the  Commission's  view  of  the  future  of  the 
Postal  Service. 

My  complete  testimony,  which  I  have  submitted  for  the  record, 
contains  information  about  the  Rate  Commission's  recent  reorga- 
nization, the  status  of  the  Joint  Task  Force  on  Postal  Ratemaking, 
and  some  remarks  about  the  Bulk  Small  Parcel  Service  case.  It 
also  contains  more  information  about  the  procedural  issues  of  the 
current  omnibus  rate  case,  which  I  have  deleted  from  my  oral  testi- 
mony in  the  interest  of  time. 

This  morning  I  will  quickly  address  the  omnibus  rate  case  and 
then  look  to  the  future  of  the  Postal  Service. 

At  the  moment,  the  Commission's  resources  are  fully  occupied 
with  the  rate  request.  The  rate  increase  was  filed  in  March  and  by 
law  the  Commission  must  issue  its  decision  within  10  months.  In 
fact,  we  are  committed  to  completing  our  analysis  in  less  than  10 
months,  if  at  all  possible. 

Our  schedule  will  allow  sufficient  time  following  the  Commis- 
sion's recommendation  for  the  Governors  of  the  Postal  Service  to 
deliberate,  give  the  required  public  notice,  and  implement  new 
rates  at  the  earliest  possible  time  consistent  with  the  public  pro- 
nouncements of  the  Postmaster  General  that  there  will  be  no  rate 
increases  until  1995. 

The  ex  parte  rules  applicable  to  the  Commmission  prevent  us 
from  discussing  the  merits  or  substance  of  the  Postal  Service's  rate 
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request,  but  I  can  report  a  bit  more  about  where  we  stand  in  the 
process. 

The  unique  aspect  of  the  case  before  the  Commmission  is  that 
the  Postal  Service  and  approximately  half  of  the  60  intervenors 
have  joined  to  submit  a  settlement  proposal.  On  May  16,  the 
Commmission  issued  an  order  which  established  the  procedural 
mechanisms  for  considering  the  settlement  proposal,  but  which  did 
not  address  the  substance  of  the  proposal. 

While  no  previous  omnibus  rate  case  has  been  resolved  by  settle- 
ment, the  Commmission  has  implemented  procedures  to  enable  it 
to  evaluate  this  proposal  in  a  manner  consistent  with  the  statutory 
requirements  that  our  decision  be  based  on  the  public  record. 

On  June  27,  the  due  date  for  intervenors'  testimony,  any  partici- 
pants wishing  to  oppose  the  proposed  settlement  must  file  notices 
of  opposition  that  detail  material  issues  in  controversy.  Subsequent 
steps  concerning  the  handling  of  the  settlement  proposal  will  de- 
pend on  the  contents  of  any  Notices  of  Opposition  which  we  receive. 

This  is  a  complex  proceeding,  but  I  look  forward  to  seeing  the 
Commmission  develop  a  sound,  comprehensive,  and  timely  decision 
for  the  Postal  Service  and  the  American  public. 

I  will  now  discuss  what  you  specifically  asked  the  Commmission 
to  testify  on  today:  the  Commission's  view  about  the  future  of  the 
U.S.  Postal  Service. 

You  have  heard  repeated  testimony  that  the  Postal  Service  is 
near  the  precipice  and  will  soon  lose  substantial  volume  to  many 
competitive,  high-tech  forms  of  communication.  Some  have  gone  so 
far  as  to  tell  you  that  the  Postal  Service  is  in  a  race  with  tech- 
nology that  it  is  ultimately  going  to  lose.  I  am  not  about  to  suggest 
this  is  an  unlikely  scenario. 

According  to  a  Time  magazine  article  of  May  9,  1994,  computers 
now  handle  10  percent  of  the  money  transfers  between  corporations 
and  their  suppliers.  GE  hopes  to  save  $2.5  million  on  stamps  and 
envelopes  this  year  by  using  computers  to  pay  1,000  of  its  suppli- 
ers. 

On  April  13,  1994,  a  Wall  Street  Journal  story  noted  that  U.S. 
companies  paid  more  than  35  million  invoices  electronically  in 
1993 — up  59  percent  from  the  number  paid  that  way  in  1992 — and 
that  experts  expect  1,000  companies  to  eliminate  checks  totally 
within  5  to  10  years. 

It  is  not  just  business-to-business  communications  that  are  being 
diverted  from  the  mailstream.  It  is  also  households-to-business. 

The  Time  magazine  article  gave  an  example  of  an  elderly  woman 
who  signed  up  for  a  service  called  ScanFone,  which  allows  her  to 
pay  her  bills  by  computer.  The  grandmother  pays  $11.95  a  month 
for  ScanFone  to  transfer  her  funds  electronically.  She  saves  several 
hours  in  check  writing  time,  and  the  Postal  Service  loses  her  busi- 
ness. So  there  is  no  doubt  about  the  competition. 

On  the  other  hand,  the  telephone  was  going  to  kill  mail  service, 
and  the  radio  was  going  to  kill  newspapers  and  so  on.  Computers 
may  just  be  the  latest  threat  to  the  Postal  Service  and  newspapers. 
The  Postal  Service  and  newspapers  are  still  very  much  with  us. 
Postal  volume  overall  is  at  an  all-time  high.  What  this  shows,  I 
think,  is  that  as  communication  opportunities  grow,  old  forms  may 
change,  but  they  do  not  necessarily  die  away. 
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So  before  accepting  the  conventional  wisdom  that  the  Postal 
Service  is  about  to  go  the  way  of  the  horse-and-buggy,  let  me  de- 
scribe where  we  are  relative  to  the  recent  past. 

Since  1970,  overall  First  Class  volume  has  grown  at  an  average 
of  about  2.7  percent  annually.  Not  surprisingly,  the  rate  slowed 
during  the  recent  recession.  First  Class  volume,  as  a  result,  was 
only  growing  at  1.5  percent  in  fiscal  year  1993,  but  thus  far  in  fis- 
cal year  1994  the  growth  rate  is  2.7  percent,  right  on  the  20-year 
average. 

When  we  look  more  closely  at  First  Class  mail  and  view  its  two 
major  constituent  parts — single-piece  and  presort  letters,  the  later 
principally  used  by  business — we  see  that  presort  volume  growth  is 
a  very  healthy  8  percent  for  the  first  two  quarters  of  fiscal  year 
1994.  By  contrast,  single-piece  volume  is  flat.  This  pattern  has 
been  with  us  for  several  years,  and  it  seems  to  confirm  that  elec- 
tronic communications  are  replacing  some  First  Class  mail  volume. 
Despite  this,  we  really  do  not  know  how  far  we  are  into  the  elec- 
tronic replacement  of  First  Class  mail,  since  the  evidence  we  have 
is  primarily  anecdotal. 

On  the  whole,  though,  First  Class  mail  statistically  is  weathering 
the  storm.  Could  it  be  that  modem  technology  might  end  up  gener- 
ating more  volume?  Certainly  those  of  us  with  cable  TV  know  that 
we  get  one  more  bill  and  make  one  more  payment,  usually  by  the 
mail,  each  month. 

Now,  let  us  look  at  Third  Class  regular  volume.  Historically,  and 
one  can  assume  even  in  the  near  future,  Third  Class  volume  has 
been  and  will  be  closely  associated  with  total,  nationwide  advertis- 
ing expenditures.  In  the  early  1980s,  discounts  for  presorted  mail 
lowered  its  real  cost,  resulting  in  advertising  mail's  share  of  the 
total  advertising  expenditures  increasing  from  14  percent  to  17  per- 
cent. Advertising  mail's  share  of  the  total  advertising  expenditures 
has  continued  to  grow  in  recent  years  and  now  stands  at  about  20 
percent. 

Thus,  among  the  competition  for  advertising  dollars,  the  Postal 
Service  has  done  exceedingly  well.  While  total  advertising  dollars 
have  not  been  as  robust  recently,  again  because  of  the  recession, 
advertising  expenditures  are  turning  around.  Third  Class  bulk  reg- 
ular volume  has  reflected  that  turnaround,  growing  by  3.2  billion 
pieces  from  1992  to  1993.  This  is  a  5  percent  plus  increase.  Pro- 
vided the  Postal  Service  keeps  its  costs  in  line  with  inflation,  vol- 
ume should  grow  with  the  growth  of  advertising  expenditures. 

There  will  be  some  competition.  Catalogs  are  beginning  to  test 
the  merits  of  moving  on  the  electronic  superhighway.  The  May  18 
Wall  Street  Journal  noted,  however,  that  it  will  be  years  before 
interactive  shopping  ever  reaches  a  mass  audience. 

For  the  intermediate  term,  5  to  7  years  out,  I  think  the  greatest 
threat  to  postal  volumes  is  the  Postal  Service  itself.  Service  must 
be  maintained,  and  costs  must  be  controlled,  or  all  mailers  will 
seek  cheaper  and  more  reliable  alternatives. 

The  Postal  Service  has  rightly  been  concerned  that  alternative 
delivery  of  third  class  mail  could  have  a  significant  impact  on  its 
financial  situation.  But  it  now  seems  that  first  class  mail  is  also 
threatened.  In  the  future,  first  class  letters — in  the  face  of  elec- 
tronic funds  transfers,  electronic  banking,  and  bill  paying  techno- 
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logical  advances — may  be  as  sensitive  to  price  pressure  as  either 
second  or  third  class  mail. 

A  significant  diversion  of  first  class,  of  course,  would  have  a  far 
greater  impact  on  the  Postal  Service  than  would  a  diversion  of 
third  class,  since  first  class  mail  currently  provides  most  of  the 
Postal  Service's  revenue  and  pays  roughly  80  percent  of  the  Postal 
Service's  $17  billion  overhead. 

The  fundamental  problem  is  the  common  costs  of  the  system, 
which  are  about  33  percent  of  the  total  costs.  They  are  largely  com- 
parable to  what  we  call  overhead  or  institutional  costs.  If  volume 
falls,  the  Postal  Service  should  be  able  to  shed  volume  variable 
costs,  roughly  what  we  call  attributable  costs.  The  common  costs 
will  remain,  and  so  the  unit  per  piece  costs  will  rise.  If  costs  rise 
only  because  common  costs  must  be  shared  by  fewer  pieces,  the 
rise  should  be  manageable.  Moreover,  if  there  is  a  decline  in  vol- 
ume, the  Postal  Service  may  be  able  to  rein  in  some  overhead  costs, 
also. 

We  must  remember,  though,  that  ratepayers  are  only  one  of  the 
three  major  groups  that  have  a  stake  in  the  Postal  Service.  The 
others,  postal  labor  and  the  government,  have  other  interests. 
Let  us  look  at  their  stake  in  the  future. 

Of  paramount  concern  to  postal  labor  is  job  security  and  wage 
levels.  A  decline  in  volume  could  translate  into  a  loss  of  jobs. 

As  for  the  government,  the  owner  of  the  system,  insofar  as  the 
Service  has  debts  and  future  obligations,  the  Service  may  not  real- 
istically be  in  a  position  to  honor  all  of  them  if  volume  declines. 
Taxpayers  may  have  to  pick  up  some  of  these  debt  obligations. 
Thus,  the  Postal  Service's  equity  and  its  future  obligations  should 
be  monitored  closely  to  make  sure  taxpayers  are  not  put  at  exces- 
sive risk. 

How  will  the  Postal  Service  evolve?  It  has  been  suggested  that 
the  Postal  Service  must  pursue  new  businesses,  perhaps  participat- 
ing in  electronic  communications.  Some  have  suggested  the  Postal 
Service  might  have  to  be  privatized. 

Let  me  suggest  that  any  changes  of  policy  should  not  be  pre- 
mised on  the  conventional  wisdom  that  traditional  mail  products 
are  about  to  become  obsolete  or  that  the  oft-time  thankless  task  of 
nationwide  mail  delivery  could  be  better  done  by  a  private  entity. 
I  would  submit  that  changes  of  policy  should  be  undertaken  only 
after  careful  evaluation  of  the  risk  and  a  consensus  as  to  which 
course  is  likely  to  benefit  a  majority  of  the  various  stakeholders. 

Let  us  suppose  the  Postal  Service  attempts  to  become  a  signifi- 
cant player  in  electronic  communications.  Who  is  put  at  risk?  Who 
would  supply  the  capital?  If  working  capital  is  used,  the  monopoly 
ratepayer  supplies  the  capital.  If  debt  is  used,  the  government  will 
become  the  implicit  obligator,  although  mailers  will  pay  the  debt 
service. 

Let  us  further  suppose  the  Postal  Service  is  successful  in  this 
highly  competitive  arena  and  manages  to  earn  a  profit.  Who  bene- 
fits? 

To  affect  ratepayers  materially,  profits  must  be  used  to  offset 
postal  rates  rather  than  being  reinvested  in  a  competitive  elec- 
tronic enterprise.  In  today's  Postal  Service,  a  billion  dollars  in  prof- 
it wo'ild  reduce  rates  only  by  about  2  percent  a  year. 
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And  what  about  the  work  force?  Modem  electronic  communica- 
tions are  not  labor  intensive,  and  current  postal  workers  are  likely 
to  enjoy  few  new  job  opportunities  in  the  new  electronic  ventures. 

And  what  about  the  government's  interest?  The  government  po- 
tentially could  benefit  from  the  Service's  electronic  ventures  if  they 
were  successful  and  provided  another  source  of  revenue.  Con- 
versely, if  unsuccessful,  taxpayers  could  be  called  on  for  a  substan- 
tial bailout. 

Aside  from  these  consideraiions,  there  are  other  obstacles  to  a 
successful  postal  diversification. 

The  Postal  Service's  basic  business  is  regulated,  and,  I  would 
suggest,  the  Services  occasional  forays  into  unregulated  arenas 
have  not  proven  particularly  successful. 

It  is  not  clear  that  the  Postal  Service  has  the  legal  authority  to 
purchase  existing  businesses  or  to  operate  nonpostal  enterprises. 

And  most  problematic,  U.S.  political  tradition  frowns  on  govern- 
ment competition  with  the  commercial  sector,  outside  of  traditional 
postal  services. 

To  summarize,  there  may  be  no  real  reason  for  the  Postal  Service 
to  seek  business  opportunities  much  beyond  the  margins  of  its  tra- 
ditional business.  In  essence,  what  is  expected  of  the  Postal  Serv- 
ice, or  any  postal  operation  for  that  matter,  is  consistent  and  reli- 
able service  at  a  reasonable  price.  The  Postal  Service's  gieatest 
challenge,  and  the  focus  of  its  managerial  resources,  should  be  di- 
rected to  achieving  that  goal  while  controlling  costs  and  positioning 
its  product  lines  to  best  withstand  future  competition. 

At  the  Rate  Commission  we  have  no  crystal  ball.  What  we  do 
have  is  a  commitment  to  the  future  of  the  Postal  Service  in  Amer- 
ica, regardless  of  what  that  future  may  be.  In  that  vein,  we  will 
continue  to  work  with  the  Service  in  pursuing  actions  which  will 
enable  it  to  serve  ever  more  effectively  and  efficiently  the  needs  of 
the  American  people. 

Along  those  lines,  shortly  after  my  arrival  at  the  Commission,  I 
had  occasion  to  discuss  with  the  Postmaster  General  and  several 
members  of  the  Board  of  Governors  the  need  to  move  forward,  par- 
ticularly to  revisit  some  of  the  recommendations  of  the  Joint  Task 
Force  on  Postal  Ratemaking.  There  has  been  a  subsequent  chain 
of  correspondence  which  attempts  to  prioritize  the  Commission's 
and  the  Service's  efforts  in  this  area. 

As  I  mentioned  at  the  outset,  some  additional  issues  are  ad- 
dressed in  my  testimony  which  I  submitted  for  the  record.  I  would 
be  happy  to  answer  any  questions  that  you  might  have.  Thank  you 
for  the  opportunity. 

Mr.  Clay.  Thank  you. 

[The  prepared  statement  of  Mr.  Gleiman  follows:] 

Prepared  Statement  of  Edward  J.  Gleiman,  Chairman,  Postal  Rate 
Commission 

Thank  you,  Mr.  Chairman.  It  is  an  honor  and  a  pleasure  to  be  before  you  and 
the  Committee  to  provide  the  annual  update  of  the  activities  of  the  Postal  Rate 
Commission.  I  am  the  new  chairman  of  the  Commission,  Ed  Gleiman,  and  accom- 
panying me  today  are  my  fellow  Commissioners:  Mr.  W.  H.  "Trey"  LeBlanc  III,  vice 
chairman;  Mr.  George  W.  Haley,  Mr.  H.  Edward  Quick,  Jr.,  and  Mr.  Wayne  A. 
Schley. 

Following  my  testimony,  Commissioner  LeBlanc  will  also  be  addressing  the  Com- 
mittee  vnti\   some   observations   on  current  Postal   Service   finances.   While   Mr. 
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LeBlanc's  views  are  his  own,  he  is  the  senior  Commissioner  in  terms  of  service  and 
brings  a  broad  perspective  to  this  subject. 

After  only  three  months  as  Chairman,  I  can  tell  the  Committee  that  the  amount 
of  specialized  and  arcane  information  one  has  to  absorb  in  order  to  monitor  the 
Postal  Service  is  overwhelming.  My  fellow  Commissioners,  who  have  acquired  a 
wealth  of  knowledge  about  the  Postal  Service  and  the  intricacies  of  developing  rates, 
have  been  exceedingly  helpful.  I  speak  for  all  five  of  us  when  I  say  that  the  Commis- 
sion's primary  commitment  is  to  a  strong  and  viable  Postal  Service  that  provides 
quality  service  at  fair  and  equitable  rates.  Another  observation  I  can  share  is  that 
"looking  up"  at  the  dais  as  a  witness,  rather  than  "looking  down"  as  a  Congressional 
staffer — which  I  was  for  the  past  17  years — is  indeed  a  different  perspective. 

The  focus  of  my  remarks  today  will  be  to  respond  to  the  Committee's  request  to 
provide  an  assessment  of  the  Commission's  view  of  the  future  of  the  Postal  Service 
and  to  update  the  Committee  on  events  that  have  occurred  since  the  Commission 
testified  last  year. 

OMNIBUS  RATE  CASE 

At  the  moment  the  Commission's  resources  are  fully  occupied  in  evaluating  the 
recent  PostaJ  Service  omnibus  rate  request.  That  request,  as  you  know,  seeks  (with 
several  exceptions)  an  across-the-board  rate  increase  of  10.3  percent  for  all  classes 
of  mail. 

The  rate  increase  case  was  filed  in  March,  and  by  law  the  Commission  must  issue 
its  decision  within  10  months.  In  fact,  we  are  committed  to  completing  our  analysis 
in  less  tiian  10  months,  if  at  all  possible.  This  schedule  will  allow  sufficient  time, 
following  the  Commission's  recommendation,  for  the  Governors  of  the  Postal  Service 
to  deliberate,  give  the  required  public  notice  and  implement  new  rates  at  the  earli- 
est possible  time  consistent  with  the  pubUc  pronouncements  of  the  Postmaster  Gen- 
eral that  there  will  be  no  rate  increases  until  1995. 

The  rules  applicable  to  the  Commission  and  similar  administrative  agencies  pre- 
vent us  from  discussing  the  merits  or  substance  of  the  Postal  Service's  rate  request, 
so  today  none  of  us  may  answer  any  specific  questions  members  may  have  concern- 
ing the  case.  But  1  can  report  a  bit  more  about  where  we  stand  in  the  process. 

Sixty  parties  have  intervened  in  R94-1,  the  formal  title  for  the  case,  and  written 
discovery  on  the  Postal  Service's  evidence  was  concluded  on  May  10.  On  June  1  we 
will  hold  hearings  to  receive  testimony  of  13  Postal  Service  witnesses.  Parties  offer- 
ing rebuttal  evidence  must  submit  their  material  by  June  27. 

The  unique  aspect  of  the  case  now  before  the  Commission  is  that  the  Postal  Serv- 
ice and  approximately  half  of  the  intervenors  have  joined  to  submit  a  settlement 
proposal.  On  May  16  of  the  Commission  issued  an  order  which  established  the  pro- 
cedural mechanisms  for  considering  the  settlement  proposal,  but  it  did  not  address 
the  substance  of  the  proposal.  While  no  previous  omnibus  rate  case  has  been  re- 
solved by  settlement,  the  Commission  has  implemented  procedures  to  enable  it  to 
evaluate  this  proposal  in  a  manner  consistent  with  the  statutory  requirement  that 
our  decisions  be  based  on  a  pubUc  record. 

On  June  27,  the  due  date  for  interveners'  testimony,  any  participants  wishing  to 
oppose  the  proposed  settlement  must  file  Notices  of  Opposition  that  detail  material 
issues  in  controversy.  Subsequent  steps  concerning  the  handling  of  the  settlement 
proposal  will  depend  on  the  contents  of  any  Notices  of  Opposition  which  we  receive. 

This  is  the  first  omnibus  rate  case  for  Commissioner  Quick,  Commissioner  Schley, 
and  me.  It  is  a  complex  proceeding,  but  so  far  I  have  been  impressed  by  the  high 
level  of  expertise  shown  by  all  participants — the  Postal  Service,  the  intervenors,  and 
the  Commission  staff".  I  look  forward  to  seeing  the  Commission  develop  a  sound, 
comprehensive,  and  timely  decision  for  the  Postal  Service  and  the  American  public. 

POSTAL  RATE  COMMISSION  REORGANIZATION 

On  December  7,  1993,  Chairman  Clay  contacted  the  Commission  seeking  informa- 
tion about  the  Commission's  plans  for  an  internal  reorganization.  As  explained  by 
Vice  Chairman  LeBlanc  in  repUes  to  the  Committee  dated  December  16,  1993,  Janu- 
ary 11,  1994,  and  February  22,  1994,  the  Commission  sought  to  move  toward  a  more 
efficient  and  effective  internal  structure. 

The  organizational  review  and  the  work  of  the  reorganization  was  accomplished 
with  the  assistance  of  an  outside  consultant.  A  major  findings  was  that  much  of  the 
work  performed  by  attorneys  was  not  legal  in  nature,  but  technical.  Consequently, 
attention  was  focused  on  strengthening  the  technical  staff  and  bringing  the  legal 
staff  to  a  level  more  in  line  with  the  Commission's  needs.  In  order  to  avoid  the  like- 
lihood of  a  RIF  and  to  reduce  the  number  of  potential  reassignments  and  down- 
grades, it  was  determined  to  offer  early  retirement  options  and  buyouts. 
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I  now  can  report  that,  while  there  will  undoubtedly  be  some  fine  tuning,  our  reor- 
ganization was  complete  as  of  February,  1994.  Today,  for  the  rate  case,  we  have  56 
employees  at  the  Commission,  compared  with  62  employees  for  the  previous  rate 
case.  We  are  confident  that  we  can  function  at  the  lower  figure  because  the  Commis- 
sion has  streamlined  management  functions  and  made  an  effort  to  match  employ- 
ment with  the  Commission's  needs  and  performance. 

Under  the  Commission's  Lump  Sum  Incentive  Payment  Program  Based  on  Vol- 
untary Separation,  which  was  a  buyout  program  for  those  who  elected  to  separate 
by  optional  retirement,  voluntary  early  retirement,  or  resignation,  we  had  six  em- 
ployees apply.  Of  the  six,  one  resigned  and  five  retired,  three  under  optional  and 
two  under  early  out.  Because  of  changes  in  job  descriptions,  some  employees  re- 
ceived new  titles.  Those  with  new  titles  or  in  downgraded  positions  have  been  pro- 
tected from  reductions  in  salary  or  grade.  As  we  enter  the  R94-1  rate  case  we  are 
lean,  but  during  my  three  months  as  Chairman  I  have  developed  confidence  in  the 
technical  and  legal  expertise  of  the  Commission's  professional  staff",  and  I  have  no 
doubts  about  the  Commission's  ability  to  accompUsh  its  legal  mandate. 

JOINT  TASK  FORCE  ON  POSTAL  RATEMAKING  REPORT 

Another  "old"  issue  I  wish  to  comment  on  today  is  the  status  of  the  Postal  Service/ 
Postal  Rate  Commission  Joint  Task  Force  on  Postal  Ratemaking  Report  that  in 
1992  was  the  main  topic  of  testimony  before  yoiu*  Committee  by  then-Chairman 
George  Haley.  As  you  may  recall,  both  the  Postal  Service  and  the  Postal  Rate  Com- 
mission were  excited  about  the  Joint  Task  Force  Report  because  it  marked  the  first 
time  that  former  Governors  and  Commissioners  sat  down  with  senior  current  man- 
agers of  both  agencies  to  discuss  specific  potential  areas  to  change  and  improve  our 
relationship. 

The  Task  Force  report  was  shelved,  temporarily,  while  the  Postal  Service  em- 
barked on  its  restructuring  effort.  Nonetheless,  several  Task  Force  recommendations 
still  appear  viable,  and  I  am  committed  to  following  up  the  Task  Force  recommenda- 
tions wherever  possible  and  to  encouraging  continued  cooperation  between  us  and 
the  Postal  Service. 

Along  these  lines,  shortly  after  my  arrival  at  the  Commission  I  had  occasion  to 
discuss  with  the  Postmaster  General  and  several  of  the  Postal  Governors  the  need 
to  move  forward.  There  has  been  a  subsequent  exchange  of  correspondence  which 
attempts  to  prioritize  our  efforts  in  this  arena. 

BULK  SMALL  PARCEL  SERVICE  CASE 

A  final  matter  that  has  surfaced  in  earlier  hearings  in  this  oversight  cycle  is  the 
Rate  Commission's  decision  in  the  Bulk  Small  Parcel  Service,  or,  BSPS  case.  Several 
witnesses  have  suggested  that  the  Commission  failed  to  give  adequate  consideration 
to  the  level  of  pre-filing  cooperation  between  some  mailers  and  the  Postal  Service 
in  preparing  the  BSPS  proposal.  The  BSPS  case  was  the  major  work  product  of  the 
Commission  in  1993  and  has  been,  I've  been  told  repeatedly,  viewed  by  some  in  the 
Postal  community  as  an  indication  that  the  Commission  has  a  negative  attivxide  to- 
ward reclassification. 

When  I  arrived  at  the  Commission  I  want  back  and  reviewed  some  of  the  BSPS 
decision  and  tried  to  analyze  why  questions  were  being  raised  about  the  Commis- 
sion's willingness  to  consider  reclassification.  I  must  say  I  do  not  agree  that  the 
Commission  seemed  to  oppose  reclassification  in  the  BSPS  case.  Indeed  the  Com- 
mission made  a  recommendation  that  preserved  many  of  the  classification  charac- 
teristics of  BSPS,  as  proposed.  I  can  tell  you  today  that,  BSPS  notwithstandiujg,  I 
do  not  have — nor  do  I  believe  my  fellow  commissioners  have — any  prejudices  against 
reclassification. 

In  a  speech  to  the  Direct  Marketing  Association  May  10  I  spoke  at  length  about 
BSPS  and  attempted  to  explain  the  case  from  the  viewpoint  of  the  Commission.  I 
won't  take  the  time  here  to  repeat  myself  Suffice  it  to  say  that  the  Commission— 
and  even  some  of  the  Commission's  critics— found  the  BSPS  proposal  flawed.  Those 
flaws  ran  from  policy  and  procedural  issues  all  the  way  down  to  detailed  questions 
on  costs  and  demand.  We  have  no  reason  to  expect  the  same  problems  when  the 
Postal  Service  presents  its  frequently-mentioned  reclassification  proposal.  Indeed,  if 
the  Postal  Service  prepares  a  well-thought-out,  documented  reclassification  case 
which  is  consistent  with  the  statutory  criteria,  there  is  no  reason  to  beUeve  the  case 
won't  prevail.  It  goes  without  sajring,  of  course,  that  parties  representing  their  inter- 
est will  have  an  opportunity  to  endorse  or  oppose  any  proposals  that  are  presented. 
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THE  FUTURE  OF  THE  POSTAL  SERVICE 


Unless  there  are  questions  at  this  point,  I  now  will  discuss  what  vou  specifically 
asked  the  Commission  to  testify  on  today — the  Commission's  view  about  the  futvu-e 
of  the  U.S.  Postal  Service. 

You  have  heard  repeated  testimony  that  the  Postal  Service  is  near  the  precipice 
and  will  soon  lose  substantial  volume  to  many  competitive,  high-tech  forms  of  com- 
munication. Mr.  Gene  Del  Polito  of  the  Advertising  Mail  Marketing  Association 
went  so  far  as  to  tell  you  that  the  Postal  Service  is  in  a  race  with  technology  it  is 
ultimately  going  to  lose.  I  am  not  about  to  suggest  that  this  is  an  unlikely  scenario. 

According  to  a  Time  magazine  article  of  May  9,  1994,  computers  now  handle  10 
percent  of  the  money  transfers  between  corporations  and  their  suppliers.  General 
Electric,  for  example,  was  said  to  have  received  40  percent  of  its  revenues  electroni- 
cally in  1993  and  hopes  to  save  $2.5  million  on  stamps  and  envelopes  in  1994  by 
using  computers  to  pay  1,000  suppUers. 

An  April  13,  1994  Wall  Street  Journal  story  noted  that  U.S.  companies  paid  more 
than  35  million  invoices  electronically  in  1993,  up  59  percent  from  1992,  and  that 
experts  expect  1,000  companies  to  eliminate  checks  totally  in  five  to  ten  years.  It 
reported  that  companies  save  about  75  cents  in  printing,  handling,  and  mailing  for 
each  check  eliminated,  so  there  are  major  financial  reasons  to  move  to  the  electronic 

The  federad  government  is  also  turning  to  computers  for  its  business.  Again  ac- 
cording to  Time,  this  fall  the  IRS  will  begin  the  mandatory  phasing-in  of  electronic 
payments  of  employee  withholding  and  other  corporate  taxes. 

And  it's  not  just  business-to-business  communications  that  are  being  diverted 
from  the  mailstream.  It's  also  households-to-business.  Time  gives  the  example  of  an 
elderly  woman  who  signed  up  for  ScanFone,  a  service  that  allows  you  to  pay  bills 
by  computer.  The  grandmother  now  pays  $11.95  per  month  for  ScanFone  to  transfer 
her  fiinds  electronically.  She  saves  several  hours  in  check  writing  time,  and  the 
Postal  Service  loses  her  business. 

So,  there  is  no  doubt  about  the  competition.  On  the  other  hand,  the  telephone  was 
going  to  kill  mail  service;  radio  was  going  to  kill  newspapers,  and  television  was 
going  to  kill  radio,  movies,  and  newspapers.  Computers  may  be  just  the  latest  threat 
to  the  Postal  Service  and  newspapers.  Both  the  Postal  Service  and  newspapers  are 
still  very  much  with  us.  Many  newspapers  are  still  very  profitable  enterprises,  and 
Postal  Service  volume  overall  is  at  an  all-time  high.  What  this  shows,  I  think,  is 
that  as  communication  opportunities  grow  old  forms  may  change,  but  they  don't  nec- 
essarily die  away. 

So,  before  accepting  the  conventional  wisdom  that  the  Postal  Service  is  about  to 
go  the  way  of  the  horse-and-buggy,  let  me  describe  where  we  are  relative  to  the  re- 
cent past. 

FIRST  CLASS,  THIRD  CLASS  VOLUME 

Since  1970  overall  First  Class  volume  has  grown  at  an  average  rate  of  2.7  percent 
annually.  Not  surprisingly,  this  rate  slowed  during  the  most  recent  recession,  which 
lingered  and  has  not  exhibited  the  characteristic  sharp  rise  in  Gross  Domestic  Prod- 
uct (GDP)  since  its  end.  First  Class  volume  growth,  as  a  result,  was  only  1.5  percent 
in  FY  1993,  but  thus  far  in  FY  1994  the  growth  rate  is  2.7  percent,  right  on  the 
20-year  average.  Nevertheless,  because  of  the  slow  rise  of  GDP,  it  is  too  early  to 
tell  if  First  Class  volumes  are  growing  less  robustly  than  was  the  experience  afi^r 
previous  recessions. 

When  we  look  more  closely  at  First  Class  and  view  its  two  major  constituent 
parts— single-piece  and  presort  letters,  the  later  principally  used  by  business— we 
see  that  presort  volume  growth  is  a  very  healthy  8  percent  for  the  first  two  quarters 
of  FY  1994.  By  contrast,  single-piece  volume  is  flat.  This  pattern  has  been  with  us 
for  several  years,  and  it  setms  to  confirm  that  electronic  communications  are  replac- 
ing some  First  Class  volume.  Despite  this,  we  really  do  not  know  how  far  we  are 
into  the  electronic  replacement  of  First  Class  mail,  since  the  evidence  to  date  is  an- 
ecdotal. ,  /-,     ,j 

On  the  whole,  though.  First  Class,  statistically,  is  weathering  the  storm.  Could 
it  be  that  modem  technology  might  end  up  generating  more  volume  and  the  need 
for  more  hard-copy  deUvery?  I  submit  that  Bill  Gates  of  Microsoft  fame  and  his 
"paperless"  society  are  being  buried  by  the  reams  of  paper  spewing  forth  from  his 
own  and  from  all  of  our  computers.  Certainly,  those  of  us  with  cable  TV  get  one 
more  bill  and  make  one  more  payment^-usually  by  mail — each  month. 

Now,  let  us  look  at  Third  Class  regular  volume.  Historically,  and  one  can  assume 
even  in  the  near  future.  Third  Class  volume  has  been  and  will  be  closely  associated 
with  total,  nationwide  advertising  expenditures.  In  the  early  eighties,  discounts  for 
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presorted  mail  lowered  its  real  cost,  resulting  in  advertising  mail's  share  of  total  ad- 
vertising expenditures  increasing  from  under  14  percent  to  about  17  percent.  Adver- 
tising mail's  share  of  total  advertising  expenditures  has  continued  to  rise  and  now 
stands  at  about  20  percent. 

Thus,  among  the  competition  for  advertising  dollars,  the  Postal  Service  has  done 
exceedingly  well.  While  total  advertising  dollars  have  not  been  robust  recently, 
again  because  of  the  1991-1992  recession,  advertising  expenditures  have  now 
turned  upward,  and  Third  Class  bulk  regular  volume  has  reflected  that  upturn — 
growing  by  3.2  billion  pieces,  or  6.5  percent,  from  1992  to  1993.  Provided  the  Postal 
Service  keeps  its  costs  in  line  with  inflation,  bulk  regular  volumes  should  grow  in 
line  with  the  growth  of  advertising  expenditures. 

There  will  be  some  alternative  competition — catalogs  are  beginning  to  test  the 
merits  of  moving  along  the  electronic  super  highway.  Interactive  home-shopping  via 
cable  TV  got  another  boost  just  last  week.  The  May  18  Wall  Street  Journal  reported 
that  Nordstrom  Inc.,  and  J.C.  Penney  Co.,  have  joined  with  U.S.  West  to  sell  mer- 
chandise via  interactive  networks  in  Orlando,  Fla,  and  Omaha,  Neb.  The  Journal 
noted,  however,  that  "It  will  be  years  before  the  interactive  shopping  service  ever 
reaches  a  mass  audience,  since  most  cable  and  telephone  companies  are  only  now 
beginning  to  test  interactive  service."  So  the  technical  development  needed  to  link 
America  via  computers  and  cable  TV  is  still  a  bit  far  off"  on  the  horizon. 

POSTAL  SERVICE  POSITION 

For  the  intermediate  term — five  to  seven  years  out — I  think  the  greatest  threat 
to  postal  volumes  is  the  Postal  Service  itself  Service  must  be  maintained,  and  costs 
must  be  controlled  or  all  mailers  will  actively  seek  cheaper  and  more  reliable  alter- 
natives to  mail. 

The  Postal  Service  has  rightly  been  concerned  that  alternative  deUvery  of  Third 
Class  could  have  a  significant  impact  on  its  financial  situation,  but  it  now  seems 
that  First  Class  volume  is  also  threatened.  In  the  future.  First  Class  letters  may, 
in  the  face  of  electronic  funds  transfer,  electronic  banking  and  bill  paying  techno- 
logical advances,  be  as  sensitive  to  price  pressure  as  Second  or  Third  Classes. 

A  significant  diversion  of  First  Class,  of  course,  would  have  a  far  greater  impact 
on  the  Posted  Service  than  would  a  diversion  of  Third  Class,  since  First  Class  cur- 
rently provides  most  of  the  Service's  revenue  and  pays  most  of  the  Postal  Service's 
$17  billion  overhead.  In  1993  First  Class  and  Priority  mail,  which  is  heavy  weight 
First  Class  mail,  provided  almost  80  percent,  or  $13.5  billion  of  the  total  contribu- 
tions to  institutional  costs  from  rates  and  fees. 

The  fundamental  problem  is  the  common  costs  of  the  system,  which  are  about  33 
percent  of  total  costs.  They  are  largely  comparable  to  what  we  call  institutional 
costs.  If  volume  falls,  the  Postal  Service  should  be  able  to  shed  volume  variable  costs 
(roughly  what  we  call  attributable  costs).  The  common  costs  will  remain  and  so  unit 
per  piece  costs  will  rise.  If  costs  rise  only  because  common  costs  must  be  shared  by 
fewer  pieces,  that  rise  should  be  manageable. 

Even  a  substantial  decline  in  volume  need  not  be  disastrous.  Other  industrialized 
countries  have  far  less  volume  per  capita  than  does  the  United  States.  Smaller  vol- 
umes may  mean  higher  unit  operating  expenses,  but  that  does  not  mean  that  small- 
er volumes  need  to  be  fatal  to  the  Postal  Service  as  we  now  know  it.  Moreover,  if 
there  is  a  decline  in  volume,  the  Postal  Service  may  be  able  to  rein  in  overhead 
costs. 

EMPLOYEES,  THE  GOVERNMENT 

We  must  remember,  though,  that  ratepayers  are  only  one  of  the  three  major 
groups  that  have  a  stake  in  the  Postal  Service.  The  others — postal  labor  and  the 
government — have  other  interests. 

Let's  look  at  their  stake  in  the  fut^ire. 

Of  paramount  concern  to  postal  labor  is  job  security  and  wage  levels.  A  decline 
in  volume  could  translate  into  a  loss  of  jobs.  And  if  volume  declines  and  the 
workforce  is  not  cut,  per  piece  U.S.  postal  costs  could  go  from  being  the  lowest  to 
being  the  highest  in  the  industrialized  world. 

As  for  the  government,  the  owner  of  this  system,  insofar  as  the  Service  has  debts 
and  future  obligations,  the  Service  may  not  realistically  be  in  a  position  to  honor 
all  of  them  if  it  faces  large  voliime  declines.  The  taxpayer  may  then  have  to  pick 
up  some  debt  obligations.  Thus,  the  Postal  Service's  equity  and  its  future  obligations 
should  be  monitored  to  ensure  that  taxpayers  are  not  put  at  excessive  risk. 
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POSTAL  SERVICE  CHOICES 


How  will  the  Postal  Service  evolve? 

It  has  been  suggested  that  the  Postal  Service  must  pursue  new  businesses,  per- 
haps participating  in  electronic  communications.  Some  have  suggested  that  the 
Postal  Service  might  have  to  be  privatized.  The  April  30  issue  of  the  highly  regarded 
British  magazine,  The  Economist,  in  an  article  pegged  to  Holland's  privatizing  some 
of  its  postal  operations  this  June,  concluded  that  "*  *  *  post  offices  will  have  to  be- 
come more  like  private  businesses — or  even  be  private  businesses — if  they  are  not 
to  lose  out  to  new  competitors." 

Let  me  suggest  that  any  changes  of  poUcy  shovild  not  be  premised  on  "the  conven- 
tional wisdom"  that  traditional  mail  products  are  about  to  become  obsolete,  but 
rather  should  be  undertaken  only  aft«r  a  careful  evaluation  of  the  risks  and  a  con- 
sensus as  to  which  course  is  likely  to  benefit  a  majority  of  the  various  stakeholders. 
Let  us  suppose  the  Postal  Service  attempts  to  become  a  significant  player  in  elec- 
tronic communications. 
Who  is  put  at  risk? 

Who  would  supply  the  capital?  If  working  capital  is  used,  the  monopoly  ratepayer 
supplies  the  capital;  if  debt  is  used,  the  government  will  be  the  implicit  obUgator— 
although  mailers  will  pay  the  debt  service. 

Let  us  further  suppose  the  Postal  Service  is  successful  in  this  highly  competitive 
arena  and  manages  to  earn  a  profit.  Who  benefits? 

To  affect  ratepayers  materially,  profits  must  be  used  to  offset  postal  rates  rather 
than  being  reinvested  in  the  competitive  electronic  enterprise.  In  today's  Postal 
Service,  $1  billion  in  profit  would  reduce  rates  by  about  2  percent  a  year. 

What  about  the  workforce?  Modem  electronic  communications  are  not  labor  inten- 
sive, and  current  postal  workers  likely  would  eryoy  few  job  opportunities  in  the  new 
electronic  ventvu-es. 

And  what  about  the  government's  interest?  The  government  potentially  could  ben- 
efit if  the  Service's  electronic  ventures  were  successful  and  provided  another  source 
of  revenue.  Conversely,  if  unsuccessful,  taxpayers  could  be  called  upon  for  a  sub- 
stantial baiilout. 

Aside  ft-om  these  considerations,  there  are  other  obstacles  to  a  successful  postal 
diversification. 

The  Postal  Service's  basic  business  is  regulated,  and,  I  would  suggest,  its  occa- 
sional forays  into  unregulated  areas  have  not  proven  particularly  successful. 

It  is  not  clear  that  the  Postal  Service  has  the  legal  authority  to  purchase  existing 
businesses  or  to  operate  non-postal  enterprises. 

And  most  problematic,  U.S.  poUtical  tradition  fi-owns  on  government  competition 
with  the  commercial  sector,  outside  of  traditional  postal  service. 

To  summarize,  there  may  be  no  real  reason  for  the  Postal  Service  to  seek  business 
opportunities  much  beyond  the  margins  of  its  traditional  business.  In  essence  what 
is  expected  of  the  U.S.  Postal  Service— or  any  postal  operation  for  that  matter— is 
consistent  and  reliable  service  at  a  reasonable  price.  The  Postal  Service's  greatest 
challenge,  and  the  focus  of  its  managerial  resources,  should  be  directed  to  achieving 
that  goal,  while  controlling  costs  and  positioning  its  product  line  to  best  withstand 
future  competition. 

At  the  Rate  Commission  we  have  no  crystal  ball.  What  we  do  have  is  a  commit- 
ment to  the  future  of  the  Postal  Service  in  America,  regardless  of  what  the  future 
might  be.  In  that  vein  we  will  continue  to  work  with  the  Service  in  pursuing  actions 
which  will  enable  it  to  serve  ever  more  effectively  and  efficiently  the  needs  of  the 
American  people.  Thank  you  for  your  attention.  I  will  be  happy  to  answer  any  ques- 
tions. 

Mr.  Clay.  Mr.  LeBlanc. 

Mr.  LeBlanc.  Thank  you,  Mr.  Chairman.  Good  morning  mem- 
bers of  the  committee.  It  is  a  pleasure  and  a  privilege  for  me  to 
speak  to  you  this  morning. 

After  nearly  7  years  on  the  Postal  Rate  Commission,  I  feel  com- 
pelled to  speak  about  a  problem  that  I  feel  should  be  of  concern  to 
everyone  in  the  mailing  community.  That  is  the  disturbing  state  of 
postal  finances  and  its  potential  impact  on  current  and  future  rates 
which  affect  the  mailing  public,  large  and  small  businesses,  and 
those  within  the  Postal  Service  itself.  I  personally  feel  a  sense  of 
urgency  in  the  mailing  community  about  the  future  of  the  Postal 
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Service's  finances  that  I  have  not  seen  since  coming  to  the  Postal 
Rate  Commission  in  1987. 

Having  been  on  the  Commmission  through  two  rate  cases,  one 
cannot  help  but  learn  a  great  deal  about  the  complexities  of  the 
Postal  Service  and  the  challenges  facing  the  Postal  Service  in  a 
rapidly  changing  communications  environment.  Since  coming  to  the 
Commission,  I  have  had  the  good  fortune  to  travel  and  see  postal 
operations  first  hand,  as  well  as  meet  with  some  of  the  thousands 
of  hard-working,  conscientious  individuals  whose  careers  are  de- 
pendent upon  a  well-run,  financially  sound  Postal  Service. 

We  all  know  of  the  tremendous  importance  of  the  Postal  Service 
to  our  Nation.  There  is  hardly  any  aspect  of  our  Nation's  lives,  per- 
sonal or  business,  small  or  large,  from  Baton  Rouge  to  St.  Louis  to 
Samoa  that  is  not  influenced  by  the  sound  functioning  of  the  mail 
service. 

Although  I  come  before  you  as  a  member  of  the  Postal  Rate  Com- 
mission possessing  unique  knowledge,  my  remarks  are  also  those 
of  a  citizen  who  is  deeply  concerned  about  the  current  and  future 
condition  of  the  Postal  Service.  You  should  understand  that  I  speak 
here  only  for  myself  and  no  other  commissioner  is  associated  with 
my  remarks.  It  should  also  be  understood  that  I  have  nothing  but 
the  highest  regard  for  those  who  have  made  the  Postal  Service 
their  career.  They  serve  the  Nation  well,  and  I  say  in  my  speeches 
to  Postal  Service  employees  to  be  proud  and  serve  proudly. 

Ladies  and  gentlemen,  the  Postal  Service  is  in  serious  financial 
trouble.  All  the  numbers  I  use  here  to  describe  the  Postal  Service's 
financial  condition  are  in  the  public  domain.  They  may  be  obtained 
from  the  Postal  Service's  annual  reports  and  for  this  current  fiscal 
year  from  the  monthly  accounting  period  reports.  I  emphasize  this 
because  I  do  not  want  anyone  to  assume  that  I  may  have  prejudged 
the  Postal  Service's  rate  case.  I  have  not. 

The  Postal  Service's  rhetoric  is  that  things  are  not  as  good  as 
they  would  like  for  them  to  be,  but  they  will  soon  get  better  due 
to  the  benefits  of  reorganization  and  modernization.  I  certainly 
hope  so,  but  it  is  my  view  that  the  Postal  Service  could  hardly  be 
worse  off  financially  and  I  see  nothing  on  the  horizon  that  will  sig- 
nificantly improve  its  present  position.  For  example,  if  present 
trends  continue,  our  figures  indicate  a  possible  loss  in  the  range  of 
$2.4  billion  for  1994  alone. 

A  full  explanation  of  Postal  Service  finances,  and  how  they  have 
reached  their  present  perilous  condition  would  take  much  more 
time  than  we  have.  I  am  simply  going  to  present  data  on  the  re- 
cent, precipitous  decline  in  the  Postal  Service's  equity  position.  The 
Postal  Rate  Commission  has  allowed  the  Postal  Service  to  charge 
rates  high  enough  so  that  equity  could  be  restored.  In  my  view, 
Postal  management  has  ignored  their  responsibilities  in  this  area, 
by  not  using  the  moneys  available  to  them  for  this  purpose.  The 
sitting  commissioners  in  R90-1,  the  last  rate  case  we  had,  went  so 
far  as  to  write  a  separate  concurring  opinion  signed  by  all  the  com- 
missioners which  expressed  their  concern  with  the  failure  of  Postal 
management  to  protect  its  equity.  Attachment  3  is  a  copy  of  this 
opinion.  You  can  see  it  expresses  serious  concern  about  the  abuse 
of  the  prior  years'  losses,  or  PYL,  component  of  the  Postal  Service's 
revenue  requirement. 
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Now,  let  me  explain  PYL  as  precisely  as  I  can.  The  object  of  PYL 
is  to  recover  lost  equity  over  a  9-year  period  and  bring  the  balance 
sheet  back  to  what  it  was  before  reorganization. 

Briefly,  PYL  is  the  aggregation  of  all  prior  year  losses.  Please  re- 
member that  as  losses  increase  so  does  the  prior  year  loss  amount. 
The  total  PYL,  which  may  approximate  $10  billion  by  the  end  of 
this  year,  has  doubled  since  1990.  This  total,  then,  is  divided  by 
nine,  totaling  almost  $1  billion  per  year  in  the  current  rate  case. 
This  one-ninth  share  then  becomes  part  of  the  revenue  requirement 
to  be  recovered  and,  therefore,  becomes  part  of  the  price  of  a 
stamp.  However,  as  long  as  the  Service  continues  to  operate  at  a 
deficit,  such  as  the  $2.4  billion  mentioned  earlier,  it  becomes  im- 
possible to  increase  equity.  When  the  Service  does  not  operate  on 
a  break-even  basis,  then  PYL  does  not  become  a  vehicle  for  recov- 
ery of  equity,  but  rather  a  means  of  deficit  financing.  Past  operat- 
ing losses  are  paid  for  by  the  mailing  public  sometime  in  the  fu- 
ture. As  a  matter  of  interest,  PYL  and  the  contingency  funds  com- 
prise over  40  percent  of  the  current  rate  increase.  Problems  are 
mounting. 

On  Attachment  1,  I  have  presented  three  charts  by  a  Postal 
Service  witness  to  illustrate  the  Service's  financial  condition  from 
fiscal  year  1971  to  fiscal  year  1993.  These  charts  have  not  been  ac- 
cepted as  evidence  yet,  but  they  show  how  the  Postal  Service  views 
its  financial  situation.  Figure  1  illustrates  cumulative  net  losses  for 
this  22-year  period  at  more  than  $8  billion.  Figure  2  shows  annual 
net  income  losses — over  $1.7  bilUon  for  1993  alone.  Figure  3  illus- 
trates the  Service's  net  equity  position  which  is  a  negative  $5  bil- 
lion, or  a  total  net  equity  loss  for  the  entire  period  of  approximately 
$7  billion.  Figure  4,  shown  on  attachment  2,  projects  possible  out- 
comes for  the  remainder  of  the  fiscal  year  depending  upon  certain 
assumptions.  These  assumptions  are  based  upon  the  Postal  Service 
achieving  the  results  as  per  their  operating  plan  for  the  rest  of  the 
fiscal  year  or  continuing  on  the  current  track  of  higher-than- 
planned  operating  expenses.  These  assumptions  could  result  in  op- 
erating losses  of  $1.8  billion  or  $2.4  billion  respectively.  The  Postal 
Service's  equity  position  could  worsen  by  the  end  of  the  fiscal  year 
by  as  much  as  $2  billion  or  more. 

Now,  this  form  of  deficit  financing  means  a  significant  subsidy  in 
the  form  of  lower  rates  to  present  mailers  and  a  significant  penalty 
for  future  mailers  in  the  form  of  higher-than-justified  rates  in  the 
years  to  come. 

Please  do  not  think  that  I  am  against  the  interests  of  current 
mailers;  however,  it  is  important  to  remember  the  interests  of  fu- 
ture mailers  as  well.  The  loss  of  revenue  in  the  last  16  months  of 
so-called  rate  stability  appears  to  have  been  approximately  $3.9  bil- 
lion. Now,  this  would  seem  a  high  price  to  pay  for  rate  stability. 
My  concern  for  the  Postal  Service's  financial  future  is  heightened 
by  the  fact  that  the  Postal  Service  has  no  apparent  plan  to  restore 
its  equity  position.  As  a  matter  of  fact,  no  evidence  of  any  long- 
term  plan  to  restore  equity  has  been  presented  in  the  current  rate 
request.  Since  the  Postal  Rate  Commission  has  no  authority  to  di- 
rect the  Postal  Service  to  explain  its  financial  plan,  the  Congress 
may  wish  to  do  so.  You  certainly  deserve  to  know,  as  does  the  mail- 
ing American  public.  The  maintenance  of  an  efficient,  financially 
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stable  Postal  Service  remains  an  important  national  priority.  I 
have  got  to  believe  that  the  Board  of  Governors  are  as  concerned 
with  the  state  of  Postal  Service  finances  as  I  am. 

Since  many  of  you  may  not  have  had  an  opportunity  to  review 
the  rate  case  currently  before  us,  I  believe  that  the  committee 
should  be  aware  of  the  concluding  remarks  in  the  testimony  of  a 
Postal  Service  witness.  And  I  quote,  "The  inclusion  of  prior  year 
losses  in  rates  charged  to  customers  is  a  vital  first  step  to  mitigate 
the  Postal  Service's  current  financial  position.  The  second  step 
should  be  for  postal  management  to  conduct  a  review  leading  to  the 
outlining  of  policies,  guidelines,  and/or  approaches  on  how  [the] 
Postal  Service  intends  to  rebuild  equity." 

It  is  time  to  make  the  Postal  Service  come  to  terms  with  its  fi- 
nancial future. 

Members  of  the  committee,  I  thank  you  for  your  attention.  I  will 
be  more  than  happy  to  answer  any  questions  that  you  may  have. 

Mr.  Clay.  Thank  you. 

[The  prepared  statement  of  Mr.  LeBlanc  follows:] 

Prepared  Statement  of  W.H.  "Trey"  LeBlanc  III,  Vice  Chairman,  Postal  Rate 
Commission 

Good  morning,  Mr.  Chairman  and  members  of  the  Committee.  It  is  a  pleasure  and 
privilege  for  me  to  speak  to  you  this  morning.  After  nearly  seven  years  on  the  Postal 
Rate  Commission,  I  feel  compelled  to  speak  about  a  problem  that  I  feel  should  be 
a  concern  to  everyone  in  the  mailing  community.  That  is  the  disturbing  state  of 
postal  finances  and  its  potential  impact  on  current  and  future  rates  which  affect  the 
mailing  public,  large  and  small  businesses,  and  those  within  the  Postal  Service  it- 
self I  personally  feel  a  sense  of  urgency  in  the  maiUng  community  about  the  ftiture 
of  the  Postal  Service's  finances  that  I  have  not  seen  since  coming  to  the  Postal  Rate 
Commission  in  1987. 

Having  been  on  the  Commission  through  two  rate  cases,  one  cannot  help  but 
learn  a  great  deal  about  the  complexities  of  the  Postal  Service  and  the  challenges 
facing  the  Postal  Service  in  a  rapidly-changing  communications  environment.  Since 
coming  to  the  Commission,  I  have  had  the  good  fortune  to  travel  and  see  postal  op- 
erations first  hand,  as  well  as  meet  with,  some  of  the  thousands  of  hard-working, 
conscientious  individuals  whose  careers  are  dependent  upon  a  well-run,  financially- 
sound  Postal  Service. 

We  all  know  of  the  tremendous  importance  of  the  Postal  Service  to  our  nation. 
There  is  hardly  any  aspect  of  our  nation's  lives,  personal  or  business,  small  or  large, 
from  Baton  Rouge  to  St.  Louis  to  Samoa  that  is  not  influenced  by  the  sound  func- 
tioning of  the  mail  service. 

Although  I  come  before  you  as  a  member  of  the  Postal  Rate  Commission  possess- 
ing unique  knowledge,  my  remarks  are  also  those  of  a  citizen  who  is  deeply  con- 
cerned about  the  current  and  future  condition  of  the  Postal  Service.  You  should  un- 
derstand that  I  speak  here  only  for  myself  and  no  other  Commissioner  is  associated 
with  my  remarks.  It  should  also  be  understood  that  I  have  nothing  but  the  highest 
regard  for  those  who  have  made  the  Postal  Service  their  career.  They  serve  the  na- 
tion well,  and  I  say  in  my  speeches  to  Postal  Service  employees — Be  Proud  and 
Serve  Proudly. 

Ladies  and  gentleman.  The  Postal  Service  is  in  serious  financial  trouble.  All  the 
numbers  I  use  here  to  describe  the  Postal  Service's  financial  condition  are  in  the 
public  domain.  They  may  be  obtained  fi-om  the  Postal  Service's  Annual  Reports  and 
for  this  current  fiscal  year  from  the  monthly  accounting  period  reports.  I  emphasize 
this  because  I  do  not  want  anyone  to  assume  that  I  may  have  prejudged  the  Postal 
Service's  rate  case.  I  have  not. 

The  Postal  Service's  rhetoric  is  that  things  are  not  as  good  as  it  would  like  for 
them  to  be,  but  they  will  soon  get  better  due  to  the  benefits  of  reorganization  and 
modernization.  I  surely  hope  so,  but  it  is  my  view  that  the  Postal  Service  could 
hardly  be  worse  off  financially  and  I  see  nothing  on  the  horizon  that  Avill  signifi- 
cantly improve  its  present  position.  For  example,  if  present  trends  continue,  our  fig- 
ures indicate  a  possible  loss  in  the  range  of  $2.4  biUion  for  1994  alone. 

A  full  explanation  of  Postal  Service  finances,  and  how  they  have  reached  their 
present  perilous  condition  would  take  much  more  time  than  they  have.  I  am  simply 
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going  to  present  data  on  the  recent,  precipitous  decline  in  the  Postal  Service's  eqmty 
position.  The  Postal  Rate  Commission  has  allowed  the  Postal  Service  to  charge  rates 
high  enough  so  that  equity  could  be  restored.  In  my  view,  postal  management  has 
ignored  their  responsibilities  in  this  area,  by  not  using  the  monies  available  to  them 
for  this  purpose.  The  sitting  Commissioners  in  R90-1  went  so  far  as  to  write  a  sepa- 
rate concurring  opinion  signed  by  all  the  Commissioners  which  expressed  their  con- 
cern with  the  failure  of  postal  management  to  protect  its  equity.  Attachment  3  is 
a  copy  of  this  opinion.  You  can  see  it  expresses  serious  concern  about  the  abuse  of 
the  prior  years  losses,  or  PYL,  component  of  the  Postal  Service's  revenue  require- 
ment. 

Let  me  explain  PYL  as  concisely  as  I  can.  The  object  of  PYL  is  to  recover  lost 
equity  over  a  nine-year  period  and  bring  the  balance  sheet  back  to  what  it  was  be- 
fore reorganization. 

Briefly,  PYL  is  the  aggregation  of  all  prior  year  losses.  Please  remember  that  as 
losses  increase  so  does  the  Prior  Year  Loss  amount.  The  total  PYL,  which  may  ap- 
proximate $10  billion  by  the  end  of  this  year,  has  doubled  since  1990.  This  total  is 
divided  by  nine,  totalling  almost  $1  billion  per  year  in  the  current  rate  case.  This 
one-ninth  share  then  becomes  part  of  the  revenue  requirement  to  be  recovered  and, 
therefore,  becomes  part  of  the  price  of  a  stamp.  However,  as  long  as  the  Service  con- 
tinues to  operate  at  a  deficit,  such  as  the  $2.4  billion  mentioned  earUer,  it  becomes 
impossible  to  increase  equity.  When  the  Service  does  not  operate  on  a  break-even 
basis,  then  PYL  does  not  become  a  vehicle  for  recovery  of  equity,  but  rather  a  means 
of  deficit  financing.  Past  operating  losses  are  paid  for  by  the  maiUng  public  some- 
time in  the  future.  As  a  matter  of  interest,  PYL  and  the  contingency  ftinds  comprise 
over  40  percent  of  the  current  rate  increase.  Problems  are  mounting! 

On  Attachment  1,  I  have  presented  three  charts  by  a  Postal  Service  witness  to 
illustrate  the  Service's  financial  condition  from  FY1971  to  FY1993.  These  charts 
have  not  been  accepted  as  evidence  yet,  but  they  show  how  the  Postal  Service  views 
its  financial  situation.  Figure  1  illustrates  cumiilative  net  losses  for  this  22-year  pe- 
riod at  more  than  $8  billion.  Figure  2  shows  annual  net  income  losses — over  $1.7 
billion  in  FY  1993  alone.  Figure  3  illustrates  the  Service's  net  equity  position  which 
is  a  negative  $5  billion,  or  a  total  net  equity  loss  for  the  entire  period  of  approxi- 
mately $7  billion.  Figure  4,  shown  on  Attachment  2,  projects  possible  outcomes  for 
the  remainder  of  the  fiscal  year  depending  upon  certain  assumptions.  These  as- 
sumptions are  based  upon  the  Postal  Service  achieving  the  results  as  per  their  oper- 
ating plan  for  the  rest  of  the  fiscal  year  or  continuing  on  the  cvirrent  track  of  higher- 
than-planned  operating  expenses.  These  assumptions  could  result  in  operating  of 
$1.8  billion  or  $2.4  billion  respectively.  The  Postal  Service's  equity  position  covdd 
worsen  by  the  end  of  this  fiscal  year  by  as  much  as  $2  biUion  or  more. 

This  form  of  deficit  financing  means  a  significant  subsidy  in  the  form  of  lower 
rates  to  present  mailers  and  a  significant  penalty  for  future  mailers  in  the  form  of 
higher-than-justified  rates  in  the  years  to  come. 

Please  do  not  think  that  I  am  against  the  interests  of  current  mailers;  however, 
it  is  important  to  remember  the  interests  of  future  mailers  as  well.  The  loss  of  reve- 
nue in  the  last  16  months  of  so-called  rate  stability  appears  to  have  been  approxi- 
mately $3.9  bilUon.  This  would  seem  a  high  price  to  pay  for  rate  stabiHty. 

My  concern  for  the  Postal  Service's  financial  future  is  heightened  by  the  fact  that 
the  Postal  Service  has  no  apparent  plan  to  restore  its  equity  position.  As  a  matter 
of  fact,  no  evidence  of  any  long-term  plan  to  restore  equity  has  been  presented  in 
the  current  rate  request.  Since  the  Postal  Rate  Commission  has  no  autiiority  to  di- 
rect the  Postal  Service  to  explain  its  financial  plans,  the  Congress  may  wish  to  do 
so.  You  certainly  deserve  to  know,  as  does  the  mailing  pubUc.  The  maintenance  of 
an  efficient,  financially  stable  Postal  Service  remains  an  important  national  priority. 
I  have  got  to  believe  that  the  Board  of  Governors  are  as  concerned  with  the  state 
of  Postal  Service  finances  as  1  am. 

Since  many  of  you  may  not  have  had  an  opportunity  to  review  the  rate  case  cur- 
rently before  us,  I  believe  that  the  Committee  should  be  aware  of  the  concluding 
remarks  in  the  testimony  of  a  Postal  Service  witness: 

"The  inclusion  of  prior  year  losses  in  rates  charged  to  customers  is  a  vital  first 
step  to  mitigate  the  Postal  Service's  current  financial  position.  The  second  step 
should  be  for  Postal  management  to  conduct  a  review  leading  to  the  outlining  of 
policies,  guidelines  and/or  approaches  on  how  [the]  Postal  Service  intends  to  rebuild 
equity." 

It  is  time  to  make  the  Postal  Service  come  to  terms  with  its  financial  future. 

Members  of  the  committee,  thank  you  for  yoiu"  attention. 
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Attachment    1 


rmnnnii 


FiBuf*  2  ■  U.S.  Postil  Service  Net  lr>come  (Loss)  (FY  1971  •  FY  1993) 


I- 


WW 


w 


LJU«yl 


-^S^W-^^^Hp^ff^2f 


Fbcal  Y««r 

Page  A 


figure  3  -  U.S.  Postal  Service  Net  Equity  Position'  (FY  1971  -  FY  1993) 
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Joint  Concurring  Opinion  of  Chairman  Haley,  Vice-Chairman  Folsom,  and 
Commissioners  Crutcher,  Le  Blanc,  and  Tyson 

In  the  principal  Opinion,  after  making  the  analysis  the  Act  requires  of  us,  we 
have  acceded  to  the  Postal  Service's  request  for  the  now-customary  treatment  of 
prior  years'  losses  (PYL).  A  revenue  requirement  item,  here  totalling  $470  million,^ 
has  been  included  for  this  purpose.  We  have  declined  to  follow  a  suggestion  by 
Readers'  Digest  Association,  et  al.  (RDA  et  al.)  that  we  eliminate  PYL  recovery. 

No  one  should  infer  from  this  fact  that  we  are  satisfied  with  the  present  state 
of  the  PYL  revenue  mechanism.^  Indeed,  the  first  aim  of  this  joint  concurring  opin- 
ion is  to  convey  formally  to  the  Governors  our  dissatisfaction,  which  we  think  they 
ought  to  share,  with  the  way  it  is  now  administered.  It  appears,  and  indeed  has 
been  acknowledged,^  to  be  a  revenue  increment  requested  and  provided  by  us  for 
a  particular  purpose,  but  not  necessarily  used  for  that  purpose.  It  would  not  be  sur- 
prising, in  view  of  this,  for  futvire  Commissions  to  be  most  reluctant  to  include  it 
on  such  a  basis. 

We  believe  the  original  PYL  concept  is  still  useful.  Our  analysis  of  it  in  Docket 
R7&-1,  judicially  approved  following  Docket  RTT-l^,  remains  satisfactory  so  far  as 
theory  is  concerned.  That  theory,  which  still  commands  lip  service  in  rate  proceed- 
ings, is  that  PYL  recovery  enables  the  Postal  Service  to  break  even  (as  §3621  re- 
quires) over  time.  Like  any  theory,  however,  it  becomes  subject  to  skepticism  if  the 
results  it  predicts  never  come  about.  The  Service  must  recognize,  as  well,  that  other 
important  circumstances  have  so  changed  as  to  make  its  present,  and  regrettably 
indefinite,  way  of  treating  PYL  a  serious  risk  for  it  and  those  who  depend  on  it. 

The  Postal  Service  stated  on  brief  in  this  case: 

"It  was  reported  shortly  before  passage  of  the  o[mnibus]  B[udget]  R[econciliation] 
A[ct]  of  1990  that  although  it  met  the  federal  deficit-reduction  target  for  FY  1991, 
the  five-year  deficit-reduction  package  will  fall  $10  billion  short  of  the  target  for  the 
period  FY  1991  through  1995.  As  another  year  goes  by  and  pressures  to  reduce  the 
deficit  in  FY  1992  and  later  years  mount,  it  is  certainly  possible  that  the  Postal 
Service  will  be  looked  to  for  contributions  beyond  that  imposed  by  the  1990  law." 
Postal  Service  Initial  Brief  at  1-9,  fti.  9. 

Perhaps;  but  we  suggest  that,  rather  than  merely  lamenting  this  prospect  and  ex- 
ploiting it  as  an  argument  against  intervenor  witnesses,  the  Postal  Service  take  its 
own  prediction  seriously  and  reconsider  its  habitual  treatment  of  PYL. 

It  is  undeniable  that,  after  14  years  in  place,  this  mechanism  has  not  (as  RDA 
et  al.  witness  Eden  observed)  restored  the  Service's  original  equity,  nor  indeed  made 
any  lasting  contribution  to  the  Service's  financial  strength.  While  we  do  not  wish 
these  observations  to  be  taken  as  prescribing  financial  or  accounting  practices  for 
the  Postal  Service,  a  duty  the  Act  does  not  place  on  us,  it  is  simply  a  fact  that  the 
existence  of  substantial  resources,  essentially  unaccounted  for,  has,  up  to  now,  been 
a  matter  of  concern  to  the  postal  community  and  no  one  else.  Mail  users  have  been 
able  to  assume  that  money  not  needed  for  the  stated  purpose  wiU  be  used  to  post- 
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1  About  50  percent  of  this  stems  from  the  FY  1991  liability  imposed  by  the  Omnibus  Budget 
Reconciliation  Act  of  1990. 

2  In  principle,  this  mechanism  sums  the  net  losses  since  Reorgemization,  and  amortizes  them 
over  a  set  period  (nine  years)  by  including  an  extra  line  item  in  the  revenue  requirement. 

3 The  following  colloquy  took  place  at  oral  argument  in  this  docket: 

"Vice  Chairman  Folsom:  It  is  your  position  that  once  we  have  given  the  revenue — and  usually, 
your  revenue  is  earmarked  for  certain  purposes.  Right?" 

"Mr.  Foucheaux  [for  Postal  Service]:  Yes,  sir.  In  3ie  cost  estimates,  I  think  you  could  probably 
say  that.  But  not  with  regard  to  the  contingency  or  the  prior  years  losses." 

"Vice  Chairman  Folsom:  Well,  why  not  prior  losses?  That  is  to  retire  or  to  return  your  equity. 
But  you  say  that  that's  another  contingency.  That's  what  you're  saying.  Right?" 

"Mr.  Foucheaux:  No,  sir.  That's  not  what  I'm  saying.  That's  what  the  parties  challenging  our 
revenue  requirement  have  said,  and  that  may  be  even  what  the  Commission  impUed  in  its  last 
opinion.  I  am  not  saying  that." 

"I  am  saying  that  that  prior  years  losses  component  of  the  revenue  requirement  is  a  reason- 
able mechanism  which  enables  the  Postal  Service  to  retire  prior  years  losses,  which  are  probably 
associated  with  particular  components  of  our  cost  segments.  But  it's  very  difficult,  in  retrospect, 
to  go  back  and  track  the  losses  back  to  any  specific  cost  segment  or  component." 

'^ice  Chairman  Folsom:  But  you  do  say— did  you  not  say  recently,  just  here  during  this  dis- 
sertation, that  you — the  Governors  have  the  right  to  take  the  contingency  and  the  prior  years 
losses  and  use  it  to  extend  the  rate  case  [cycle],  if  they  wish  to?" 

"Mr.  Foucheaux:  Postal  Service  revenues  are  accessible  to  the  Postal  Service  under  the  direc- 
tion of  the  Board  of  Governors  to  use  as  they  see  fit.  That's  what  Congress  intended,  and  that's 
well  within  the  Umits  of  the  law." 

"* National  Association  of  Greeting  Card  Publishers  v.  U.S.  Postal  Service,  607  F.2d  392  (D.C. 
Cir.  1979),  cert,  denied,  444  U.S.  1025  (1980). 
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pone  the  next  rate  increase.^  But  another  view  of  these  resources  is  not  only  pos- 
sible but  plausible:  that  they  are  simply  extra  cash.  Postal  management,  as  its  rep- 
resentatives frequently  emphasize,  has  a  broad  statutory  discretion  to  file  rate  re- 
quests when  it  chooses.  39  U.S.C.  §  3622(a);  and  see  Postal  Service  Brief  at  1-5. 

PYL  recovery  is  the  clearest  example  of  a  stream  of  income  from  rates  and  fees, 
formally  designated  for  a  particular  institutionsd  purpose  which  is  nevertheless  as 
far  as  ever  from  accomplishment,  and  therefore  in  danger  of  being  regarded  as  no 
more  than  surplus  cash.  One  possible  answer  is  obvious:  establish  a  schedule  for  the 
actual  retirement  of  the  cumulative  losses;  give  it  priority  over  other  applications 
of  the  portion  of  income  attributable  to  PYL  recovery;  and  when  the  schedule  has 
been  met,  drop  the  PYL  item  from  rate-case  revenue  requests.  If  the  officially-ac- 
knowledged purpose  of  prolonging  the  rate  cycle  is  to  influence  revenue  requests, 
perhaps  it  too  should  be  subject  to  public  discussion — particularly  as  it  seems  not 
to  meet  with  the  approval  of  all  mailer  groups.  This  is  particularly  so  if  rate-cycle 
extension  is  not  the  declared  purpose  of  the  request.  While  we  have  concentrated 
on  PYL  recovery,  it  would  be  unrealistic  not  to  recognize  that  the  same  critical  view 
might  be  taken  of  balances  generated  by  the  contingency  provision,  even  though  by 
definition  this  cannot  be  earmarked  ahead  of  time  for  predetermined  objects.  Of 
course,  the  idea  that  the  contingency  too  might  and  perhaps  should  be  a  separate 
fund,  separately  accounted  for  to  the  Board,  has  been  frequently  discussed.^  The  ex- 
isting openended  treatment  of  these  funds  is,  in  short,  not  inevitable. 

Such  questions  as  these  may  arise  wherever  the  Service  is  seen  as  having  sub- 
stantial discretionary  resources  collected  from  mailers,  for  which  it  has  no  definite 
plan  of  fiitvire  use  and  of  whose  past  uses  it  cannot,  or  at  least  does  not,  give  more 
than  the  most  generalized  account.  Some  may  suggest  that  mechanisms  which  make 
this  state  of  affairs  possible  comport  neither  with  the  breakeven  theory  underl3dng 
PYL  recovery  nor  with  the  statutory  mandate  for  postal  revenues  adequate  under 
honest,  efficient,  and  economical  management. 

George  W.  Haley. 

Henry  R.  Folsom. 

John  W.  Crutcher. 

W.H.  Trey  LeBlanc,  IIL 

Patti  Birge  Tyson. 


Postal  Service  witness:  John  H.  Ward. 

Party:  NASHUA  Photo  Inc.  and  District  Photo  Inc. 

N-DP/USPS-T&-17.  Your  testimony  states  (p.  43)  that  "I  am  concerned  that  this 
contingency  amount,  coupled  with  expectation  that  new  rates  will  not  be  imple- 
mented until  the  second  quarter  of  the  Test  Year,  provides  the  Postal  Service  with 
a  margin  in  Fiscal  Year  1995  much  smaller  than  we  would  normally  find  prudent." 
[Emphasis  added.] 

a.  Has  the  Postal  Service  prepared  any  financial  projections  for  FY  1995  or  PFY 
1995  based  on  the  assumption  that  new  rates  will  not  be  implemented  until  the  sec- 
ond quarter  of  Test  Year? 

b.  If  your  answer  to  the  preceding  question  is  affirmative,  please  produce  the  lat- 
est based  on  the  assumption  that  new  rates  will  not  be  implemented  until  the  sec- 
ond quarter  of  the  Test  Year. 

c.  If  your  answer  to  (a)  above  is  negative,  please  explain  why  no  such  projections 
have  been  produced,  especially  in  Ught  of  yovir  expectation  cited  above. 

Response:  A  net  income  of  approximately  $400  million  can  be  estimated  from  the 
test  year  before  and  after  rates  Statements  of  Revenue  and  Expense  (USPS-8A)  as 
shown  on  the  attached  worksheet. 

IMPACT  ON  NET  INCOME  OF  FEBRUARY  RATE  IMPLEMENTATION 

[In  millions  of  dollars] 


Net  Deficiency  $4,725  $1         $4,724 

Rate  Increase  Impact  Factor  '663 

Rate  Increase  Impact  3,132 


5  Indeed,  with  respect  to  the  contingency,  they  have  been  expressly  told  this.  PRC  Op.  R87- 
1  at  para.  2056,  citing  Postal  Service  testimony.  This  issue  is  of  course  separate  from  the  ques- 
tion whether  the  availability  of  essentially  nonaccoun table  funds  also  leads  to  present  technical 
inefficiency  benefiting  no  one. 

6  It  was  discussed  in  the  hearings  in  this  proceeding. 
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IMPACT  ON  NET  INCOME  OF  FEBRUARY  RATE  IMPLEMENTATION— Continued 

[In  millions  of  dollars] 


TYBR 

TYAR 

Oitlerence 

Total  Revenue  

50  455 

Total  Accrued  Cost 

53 180 

Net  Income  (loss) 

(2  725) 

(2,725) 
407 

Net  Income  with  February:  Implementation    ..  . 

'Rate  Increase  impact  factor=242  days  rate  increase  in  effect  divided  t)y  365  days  in  the  fiscal  year  assuming  an  Increase  on  February  1. 

Mr.  Clay.  Mr.  Gleiman,  we  have  asked  the  Postmaster  General 
to  estimate  the  impact  on  USPS  rate  case  filing  if  new  rates  were 
effective  on  January  1,  1995,  rather  than  October  1,  1994,  as  the 
USPS  assumed.  So  far  the  Postmaster  General  has  been  unable  to 
provide  that  estimate. 

My  question  is  how  would  a  3-month  delay  in  setting  new  rates 
affect  the  $900,000  projected  loss  in  the  rate  case? 

Mr.  Gleiman.  Let  me  say  at  the  outset  that  there  is  going  to  be 
some  conjecture  involved  in  my  response.  The  Postal  Service's  case 
calls  for  an  additional  $4.2  billion  in  revenue  during  fiscal  year 
1995.  The  Postal  Service's  business  is  not  even  throughout  the 
year.  It  is  somewhat  front-end  loaded,  Christmas  season  and  what- 
have-you  leading  up  to  the  Christmas  season. 

If  the  Service  delays  the  rate  increase  from  October,  which  was 
assumed  in  its  filing,  until  January,  my  giiess  is  that  it  could  lose 
as  much  as  a  billion  to  a  billion  point  two  in  revenue  that  had  been 
anticipated  in  the  rate  case  filing. 

Mr.  Clay.  Well,  if  Mr.  LeBlanc  is  correct  in  his  prediction  that 
the  loss  will  be  $2.4  and  you  are  saying  based  on  their  projection 
it  will  be  $1.4  billion  if  it  is  delayed  for  90  days,  let  us  assume  that 
the  total  loss  is  going  to  be  2.4.  How  would  that  affect  the  $900,000 
projected  loss?  Would  it  double  it  or  what;  instead  of  1.4,  do  you 
think  it  will  be  2.8? 

Mr.  Gleiman.  That,  again,  is  a  difficult  question.  The  Postal 
Service's  rate  case  is  based  on  certain  assumptions  with  respect  to 
what  its  costs  are  going  to  be  during  the  coming  year.  On  the  one 
hand,  if  you  were  to  assume  that  the  Service's  cost  base  contained 
in  that  case  was  in  error  because  of  what  is  happening  in  the  cur- 
rent year,  then  it  would  mean  that  in  1995  the  Service  would  have 
more  red  ink  than  the  $900,000  that  it  had  anticipated  in  the  rate 
case. 

On  the  other  hand,  if  by  some  means  the  Postal  Service  can 
bring  its  current  costs  into  alignment  by  the  end  of  this  fiscal  year, 
more  in  line  with  its  rate  filing,  then  arguably  it  could  be — by  the 
end  of  1995 — pretty  much  in  the  same  spot  that  it  anticipated 
being  in.  Also,  you  have  to  factor  in  that  additional  revenue  that 
it  would  not  realize  per  your  first  question. 

Mr.  Clay.  Mr.  LeBlanc,  I  know  in  your  testimony  you  stated  that 
you  were  not  speaking  as  a  commissioner  but  as  a  deeply  con- 
cerned citizen.  You  had  some  pretty  harsh  predictions  which  indi- 
cate some  dire  consequences  for  the  Postal  Service,  and  I  tend  to 
agree  with  your  inference  that  we  have  a  ship  of  state  at  the  Postal 
Service  that  is  not  only  rudderless  but  also  captainless,  and  who- 
ever is  running  the  agency  over  there  apparently  is  not  doing  a 
good  job. 
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Tell  me,  how  do  you  come  up  with  this  prediction  of  a  2.4  billion 
loss  for  1994? 

Mr.  LeBlanc.  If  I  could  ask  the  Chairman  and  members  of  the 
committee  to  turn  to  figure  4,  if  you  have  it  in  front  of  you,  of  my 
testimony. 

Mr.  Clay.  Page  4  or  what? 

Mr.  LeBlanc.  I  am  sorry,  it  is  the  attachment  to  figure  4. 

Mr.  Clay.  Oh,  OK.  Oh,  figure  4,  yes.  OK. 

Mr.  LeBlanc.  If  you  would  be  so  kind  as  to  take  a  look  at  that 
and  you  will  see,  as  you  well  know,  the  Postal  Service  report  is 
through  accounting  period  7.  If  you  will  take  that  loss  and  carry 
that  loss  forward,  if  you  assume  their  projections  on  their  plan, 
they  say  they  will  lose  $1.3  billion  by  the  end  of  the  fiscal  year. 
Now,  if  you  take  their  last  accounting  period  through  A/P  7,  and 
if  they  are  to  return  to  their  own  plan,  they  will  lose  $1.8  billion. 

Now,  I  am  suggesting  that  based  on  the  historical  trends  in  the 
past,  and  what  has  been  normally  a  slow  season  for  them  in  the 
summer  and  so  forth,  they  could  lose  as  much  as  $2.4  billion. 

Mr.  Clay.  Is  that  a  result  primarily  of  the  failed  reorganization? 

Mr.  LeBlanc.  I  think  it  deals  with  a  number  of  things,  Mr. 
Chairman,  but  I  am  sure  that  the  reorganization  has  a  lot  to  do 
with  it.  It  has  built  in  some  costs  in  there.  But  this  year,  in  the 
1994  fiscal  year  alone,  the  first  year  they  have  not  had  any  OBRA 
hits  or  any  type  of  hits  at  all,  and  they  are  still  going  to  be  losing, 
even  by  the  best  case  scenario,  according  to  their  plans,  as  I  see 
it,  $1.8  billion. 

Mr.  Clay.  You  held  out  in  your  testimony  here  a  hope  that  per- 
haps the  Board  of  Governors  would  be  as  concerned  about  this  fi- 
nancial situation  as  you.  Why  did  you  not  say  that  they  are  as  con- 
cerned? Do  you  think  that  they  are  being  hoodwinked  over  there 
by  somebody? 

Mr.  LeBlanc.  I  just  feel  that  we  all  have  got  to  look  at  this 
thing,  as  Chairman  Gleiman  says,  we  are  all  in  this  for  the  best 
of  the  Postal  Service.  And  I  just  hope  that  they  are  getting  the 
right  figures  at  the  right  time. 

Mr.  Clay.  I  have  some  doubt  whether  they  are  getting  all  the  in- 
formation they  need.  When  they  appeared  before  this  committee, 
they  seemed  to  have  been  given  a  list  of  explanations  about  a  num- 
ber of  affairs  that  come  out  of  fantasy  land.  So  perhaps  the  prob- 
lem over  there  is  that  they  are  not  being  given  the  true  state  of 
affairs  with  the  Service. 

I  know  the  complaints  are  piling  up  at  my  office,  and  members 
of  this  committee  are  constantly  receiving  complaints  from  the  gen- 
eral public  and  the  business  community.  Something  is  wrong  and 
I  don't  know,  I  am  not  an  expert,  but  I  know  that  something  needs 
to  be  done,  and  it  is  not  being  done. 

[The  response  to  written  questions  follows:! 

Response  to  Written  Questions  Submitted  by  Hon.  William  L.  Clay  to  the 
Postal  Rate  Commission 

Question.  The  Postal  Service  is  preparing  a  classification  reform  case.  If  that  case 
reforms  all  classes  of  mail  except  the  preferred  classes  of  mail,  would  that  pose 
problems  for  the  Commission  to  recommend  comprehensive  classification  reform? 

Answer.  A  proposal  to  develop  new  classifications  for  all  classes  of  mail  other  than 
the  preferred  classes  could  make  it  difficult  to  develop  proper  rates  for  preferred 
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mail.  Section  3626(a)(3)(B)(i)  of  the  Postal  Reorganization  Act  requires  that  rates  for 
preferred  classes  reflect,  in  part,  "the  most  closely  corresponding  regular-rate  cat- 
egory." Similar  provisions  are  found  in  sections  3626(a)  (4)  and  (5).  A  classification 
reform  which  would  establish  non-corresponding  classifications  for  regular  and  pre- 
ferred mgdl  would  make  it  very  difficult  to  develop  rates  for  all  mail  which  properly 
reflect  the  statutory  criteria  for  allocating  the  institutional  costs  of  the  Postal  Serv- 
ice among  mail  users.  Additionally,  provisions  of  section  3626  (b)  and  (e)  direct  that 
identified  mail  matter  should  qualify  for  rates  available  for  certain  "second  class 
mail"  and  "third  class  mail"  respectively.  A  reclassification  proposal  which  made  it 
impossible  to  carry  out  those  requirements  would  also  pose  problems.  These  prob- 
lems might  affect  whether  certain  aspects  of  a  classification  reform  proposal  could 
be  recommended.  Of  course,  if  the  Postal  Service  submits  a  well-thought  out  and 
documented  reclassification  proposal  which  is  consistent  with  applicable  statutory 
criteria,  classification  reform  might  benefit  a  broad  cross-section  of  the  public. 

Mr.  Clay.  Mr.  Myers. 

Mr.  Myers.  Well,  thank  you,  Mr.  Chairman. 

Gentlemen,  in  talking  with  the  chairman  here  I  am  reminded  of 
what  Will  Rogers  said.  Many  of  you  are  old  enough  to  remember 
Will  Rogers;  an  actor,  sometimes  politician,  sociologist.  Anyway,  he 
once  said  everybody  complained  about  the  weather  but  nobody  ever 
did  anything  about  it.  I  wonder  if  that  is  what  the  case  of  the  Post- 
al Service  is  today.  We  are  all  complaining  about  it  but  everybody 
has  a  different  agenda,  different  suggestion  about  how  to  do  some- 
thing about  it. 

The  thing  that  has  always  concerned  me  about  your  activities, 
you  are  a  Rate  Commission,  you  have  56  employees  presently,  five 
of  you.  The  last  rate  was  in  1990.  What  in  the  world  do  you  do  be- 
tween 1990  and  1994  with  56  people?  You  had  62  at  one  time. 

The  five  of  you  sit  around  all  day  long?  Are  you  pretty  good 
rummy  players?  There  are  five  of  you.  You  cannot  play — I  guess 
one  falls  out  to  go  get  beer  or  something.  What  do  you  do  all  the 
time?  This  really  baffles  me.  I  am  not  trying  to  be  critical.  I  just 
wonder  what  you  do  with  all  your  time. 

Mr.  Gleiman.  First,  let  me  say,  having  worked  for  a  Congress- 
man from  Oklahoma,  that  reading  Will  Rogers  was  like  reading  the 
Bible  for  us. 

Mr.  Myers.  Who  did  you  work  for? 

Mr.  Gleiman.  Glenn  EngUsh. 

Mr.  Myers.  Oh,  Glenn,  okay. 

Mr.  Gleiman.  Yes,  sir.  But  I  will  not  throw  any  Will  Rogers 
quotes  at  you,  because  I  will  probably  wind  up  getting  in  trouble 
if  I  do. 

I  have  not  been  at  the  Rate  Commission  all  that  long,  as  you 
know — 3  months  now,  3  months  and  1  day,  actually. 

Mr.  Myers.  Hopefully,  you  can  answer  my  question,  but  go 
ahead. 

Mr.  Gleiman.  There  are  a  wide-range  of  activities,  and  I  will 
mention  a  few  that  I  am  aware  of  that  have  taken  place  since  the 
last  omnibus  rate  case,  which  is  what  you  are  referring  to,  in  1990. 
Then,  if  my  colleagues  want  to  add  a  few  more  to  the  list,  they  can. 

One  I  can  think  of  off  the  top-of-my-head  is  the  Bulk  Small  Par- 
cel Service  case.  That  was  a  rate  case,  and  it  took  the  Commission 
10  months  and  all  the  hearings  and  procedures  that  we  have  to  go 
through. 

Also,  there  was  a  rulemaking  docket  in  1992  that  was  estab- 
lished at  the  request  of  the  business  mailing  community,  which 
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was  very  concerned  about  automation  costs.  The  questions  were 
whether  the  Postal  Service  was  saving  money  and  who  was  getting 
the  benefits  of  the  automation.  Unfortunately,  that  docket  was 
closed  without  going  to  the  type  of  completion  that  I  think  the  busi- 
ness mailing  community  and  the  Commission  had  hoped  it  would, 
because  the  Postal  Service  was  less  than  fully  cooperative.  The 
Service  felt  that  it  could  not  both  prepare  for  a  rate  case  and  be 
involved  in  a  rulemaking  docket  at  the  same  time. 

Also,  there  was  a  court  case  associated  with  the  1990  omnibus 
rate  case,  and  part  of  the  decision  was  remanded  to  the  Comniis- 
sion  for  further  consideration.  The  Commission  has  been  working 
on  that. 

You  do  not  just  sit  around  between  rate  cases.  There  is  a  lot  of 
analysis  that  needs  to  be  done.  You  look  at  Postal  Service  data  and 
try  to  position  yourself  so  that  you  can  better  handle  the  rate  case. 

From  my  previous  incarnation  I  also  know  that  the  Postal  Rate 
Commission  spent  some  time  and  was  unsuccessful  in  trying  to  get 
started  on  a  study  that  Senators  Pryor  and  Stevens  requested  of 
international  postal  rates — the  cost  coverage  aspect,  to  ensure  that 
there  was  not  cross-subsidization. 

But,  again,  the  Postal  Service  refused.  Despite  the  fact  that  a 
chairman  and  ranking  minority  member  made  the  request  of  the 
Rate  Commission  to  do  the  study,  the  Postal  Service  refused  to  co- 
operate, and  the  study  has  been  shelved. 

So  there  are  a  wide-range  of  activities  that  take  place  between 
omnibus  rate  cases. 

Mr.  Myers.  I  will  ask  one  question  of  both  of  the  others.  You  say 
you  make  analyses.  Whatever  happens  to  those  analyses?  What  do 
you  do  once  you  make  the  analyses?  Do  they  gather  dust  on  the 
shelves  someplace?  Do  you  send  them  to  us  so  we  can  see  them? 

Mr.  Gleiman.  I  think  they  have  been  shared  occasionally  with 
the  staff— some  of  the  analyses  that  go  on— but  I  know  I  received 
them  when  I  was  a  staff  member  on  the  Senate  side.  I  will  defer 
to  my  colleagues. 

Mr.  Myers.  I  served  many  years  in  the  military  and  I  know  in 
the  military  there  is  an  awful  lot  of  lost  time.  We  made  studies  and 
we  made  recommendations  for  better  training  and  nothing  ever 
happened  from  it.  We  just  were  spinning  our  wheels,  really. 

Here  again,  I  do  not  mean  to  be  critical  but  I  am  honestly  won- 
dering what  you  people  do.  It  drives  me  nuts. 

I  have  I  think  16  people  and  we  have  about  10  cases  going  right 
now,  very  serious  ones.  One  of  them  was  a  tornado  hit  our  home, 
and  we  have  400  people  living  in  tents  and  in  the  street  involuntar- 
ily, and  four  people  were  killed  and  I  cannot  get  FEMA  down  here 
to  do  anything.  We  are  working  like  the  dickens  on  that,  but  we 
have  not  got  60  people  doing  it  either.  I  am  sorry.  Go  ahead. 

Mr.  Gleiman.  Let  me  correct  you  on  the  numbers,  if  I  may.  The 
current  53-person  staff  includes  the  five  Commissioners,  their  per- 
sonal assistants  and  secretaries,  to  the  extent  they  have  any.  The 
permanent  staff  of  the  Commission  is  less  than  40  people,  all  total. 
But,  nevertheless,  I  think  your  question  is  well  taken.  I  think  there 
is  a  lot  of  hard  work  that  does  go  on. 

Mr.  Haley.  May  I? 

Mr.  Myers.  Mr.  Haley. 
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Mr.  Haley.  I  must  say  when  you  asked  the  question  first  I  began 
to  smile  a  little,  because  let  me  assure  you  that  we  have  been  busy 
all  the  time  that  I  have  been  at  the  Commission,  and  I  have  been 
there  since  just  before  the  R90  rate  case.  As  a  matter  of  fact,  I 
came  on  board  some  2  or  3  weeks  prior  to  that  case. 

As  you  probably  know,  a  rate  case,  an  omnibus  rate  case,  while 
we  have  the  responsibility  of  making  a  recommendation  on  a  rate 
case  within  10  months  after  the  U.S.  Postal  Service  files  it  with  us, 
that,  in  itself,  because  you  did  indicate  what  do  we  do  after  that, 
just  let  me  tell  you,  a  rate  case  itself,  any  one,  that  one  in  particu- 
lar, involved  some,  the  Postal  Service  with  some  70  intervenors, 
with  many,  many,  kinds  of  documents  and  we  had  some  124  wit- 
nesses that  we  dealt  with  in  the  long  process.  And  I  must  say  peo- 
ple do  not  understand,  and  I  appreciate  your  question,  what  goes 
on  at  the  Postal  Rate  Commission.  I  try  to  invite  many  people  to 
come  because  they  do  not  know  what  the  Commission  is  all  about. 

Mr.  Myers.  We  see  the  results.  I  think  we  know  something  but 
I  don't  know  how  you  occupy  your  time,  is  my  question. 

Mr.  Haley.  I  understand.  I  appreciate  your  question.  But  there 
is  so  much  that  goes  into  a  rate  case. 

Now,  let  me  tell  you  my  having  practiced  law  for  a  good  long 
time,  overwhelmed  me  almost  to  see  how  much  has  to  be  con- 
centrated within  the  10  months  with  all  of  the  things  that  are  done 
there.  But  I  will  not  go  into  it  other  than  to  say  it  is  a  tremendous 
operation. 

Now,  having  finished  the  rate  case,  as  was  indicated  by  the 
Chairman,  we  did  not — we  finished  it  in  10  months,  but  in  this  in- 
stance we  had  to  continue  because  it  was  appealed  and,  inciden- 
tally, this  is  another  thing  we  would  like  to  think  in  terms  of  when 
we  talk  in  terms  of  how  long  cases  take  at  the  Commission,  we 
would  like  to  say  we  could  shorten  it  sometimes,  because  if  we  had 
final  authority  there  indeed  we  would  perhaps  do  some  things  that 
would  be  in  the  best  interest  of  the  postal  system. 

But  after  that,  the  Chairman  has  indicated  that  we  have  been 
involved  this  time  in  many  other  cases.  We  do  studies.  We  of 
course  project  on  that  which  is  done  and  anticipate  what  could  be 
done  in  the  future.  Please  believe  me,  we  are  busy  at  the  Commis- 
sion. 

Mr.  Myers.  As  I  recall  the  R90  case,  it  was  implemented,  maybe 
not  finished  in  1990  but  implemented  very  early  in  1991,  so  I  won- 
der what  you  did  between  the  completion  of  that  case  and  when 
you  received  this  1994  or  made  a  decision  here,  preliminary  deci- 
sion. 

Mr.  Haley.  In  that  particular  instance,  we  have  certainly  had 
more  involvement  in  that  case  because  it  did  not — we  made  the 
first  recommendation  in  10  months,  but  it  continued,  which  is 
something  of  course  that  we  had  to  deal  with  and  are  still  dealing 
with.  That  case,  R90,  has  been  remanded  to  us  and  we  still  have 
some  problems — not  problems,  we  have  it  on,  not  record,  but  we 
are  working  with  it  in  addition  to  our  1994  right  now. 

Mr.  Myers.  Then  there  were  appeals  and  you  act  as  you  are  the 
appellate  judges  here  when  there  is  an  appeal?  You  have  a  hearing 
and  so  forth  on  the  appeal  process  on  that  rate  back  in  1990? 
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Mr.  Haley.  It  was  appealed  to  the  courts  and  now  they  have  re- 
manded it  to  us,  yes,  sir.  So  it  is  back  to  us  now  for  certain  por- 
tions of  it  for  reconsideration. 

Mr.  Myers.  Mr.  Vice  Chairman? 

Mr.  LeBlanc.  Congressman,  I  would  like  to  further  what  Com- 
missioner Haley  had  said  on  the  actual  cases  themselves.  It  is  not 
necessarily  the  10  months  but  it  is  what  happens  after  that  that 
also  extends  the  time. 

Like  to  throw  out  two  other  things.  If  we  are  to  be  the  expert 
body  that  we  are  charged  with  being,  part  of  what  we  do  has  to 
be  a  learning  process  and  we  have  to  learn  and  understand  better 
about  all  of  the  so-called  constituents,  if  you  will,  out  there  that 
make  up  the  mailing  industry. 

Part  of  our  job  is  to  meet  with  these  people  on  a  consistent,  ongo- 
ing basis  to  find  out  their  needs,  their  problems,  if  you  will,  in  deal- 
ing with  the  Postal  Service  as  well  as  competitors  to  the  Postal 
Service.  So  that  when  we  sit  on  the  dais  and  these  people  come  be- 
fore us,  we  have  a  better  idea  and  understanding  of  what  they  are 
facing,  what  all  the  mailers  are  facing  out  there,  and  it  makes  our 
job  just  a  little  bit  easier.  But  that  travel  and  meeting  with  these 
people  on  a  consistent  basis  is  also  a  very  good  thing. 

We  have  met  folks  from  L.L.  Bean  to  Florida  Gift  Fruit  Shippers 
to  Hard  Hanks  out  in  California,  and  major,  major  mailers  who  do 
a  lot  of  business  with  the  Postal  Service  and  in  this  arena.  On  top 
of  that,  we  are  in  charge  of  working  with  the  Postal  Service  on 
small  post  office  closings.  That  takes  a  good  bit  of  time.  As  you  may 
well  understand  when  you  start  trying  to  close  a  post  office  in  local 
communities,  it  does  cause  some  serious  problems. 

So  there  are  a  number  of  other  things  we  do,  we  just  do  not  sit 
around  and  twiddle  our  thumbs  and  play  pinochle,  as  might  be 
said. 

Mr.  Myers.  Well,  I  have  some  more  questions  but  in  the  interest 
of  courtesy  to  my  colleagues,  I  will  defer  for  later  questions.  Thank 
you  gentlemen. 

Mr.  Haley.  May  I  say,  we  would  like  you  to  come  down,  sir,  if 
you  have  an  opportunity,  to  visit  with  you. 

Mr.  Myers.  Right  now  I  am  really  pretty  busy.  I  have  a  problem 
out  in  Indiana  for  the  next  5  months.  I  don't  know  how  serious  it 
is,  but  I  am  making  an  analysis  on  a  daily  basis  out  there.  So 
sometime  I  would  like  to,  though. 

Mr.  Haley.  If  we  can  be  of  assistance,  we  will  help. 

Mr.  Myers.  Oh,  really?  Well,  what  month  can  I  schedule  you? 

Mr.  LeBlanc.  Depends  on  how  busy  you  are. 

Mr.  Clay.  Mr.  Sawyer,  leave  the  politics  out  of  it. 

Mr.  Sawyer.  I  was  just  going  to  observe,  Mr.  Chairman,  I  as- 
sume that  the  gentleman  from  Indiana  is  not  tv/iddling  his  thumbs, 
either. 

Let  me  return  to  some  areas  of  commentary  that  the  GAO  men- 
tioned in  its  testimony.  It  does  not  go  directly  to  the  ratemaking 
process  as  it  exists  today  but  as  it  might  exist. 

They  kept  suggesting  that  rigid  categories  of  rates  stand  in  the 
way  of  greater  flexibility.  The  ability  to  recognize  the  need  for  vol- 
ume discounts,  and  other  more  entrepreneurial  pricing  regimes. 
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Let  me  just  ask  you.  My  only  experience  in  ratemaking  is  in  a 
completely  different  arena,  but  I  expect  some  of  the  principles  are 
the  same.  It  was  in  energy  and  telephone  regulation  on  the  State 
level.  When  we  attempted  to  deal  with  rate  structure  problems,  we 
found  ourselves  bound  into  a  statutory  rate  base  data  set  that  dic- 
tated that  what  you  measured  was  what  you  got  out  the  other  end. 

And  my  question  to  you  is  whether  or  not  the  rate  structures 
that  we  are  dealing  with  are  based  on  the  needs  and  services  of  an- 
other time.  My  question  is  whether  or  not  you  need  greater  latitude 
in  law  in  order  to  provide  greater  flexibility  and  greater  responsive- 
ness to  changing  demands  in  the  marketplace,  or  whether  it  is  just 
simply  a  matter  of  change  in  attitude,  or  whether  it  is  not  needed 
at  all?  Was  that  question  clear? 

Mr.  Gleiman.  I  wish  I  could  give  you  an  answer  that  was  as 
clear  as  the  question.  I  am  inclined  to  quote,  from  my  background 
in  Baltimore,  H.L.  Mencken — ^that  for  every  problem  there  is  a  so- 
lution that  is  simple,  neat,  plausible,  and  wrong.  Flexibility  in  and 
of  itself  is  not  necessarily  the  solution. 

Just  let  me  tell  you  that  the  way  the  system  works,  sometimes 
people  complain  about  not  having  flexibility.  On  the  other  hand, 
sometimes  people  like  not  to  have  flexibility  because,  as  the  Post- 
master General  said  in  this  ad — and  I  wish  I  could  tell  you  which 
magazine  it  was  out  of  but  I  cannot — "We  have  held  the  line  on 
price,  the  competition  has  not." 

Well,  if  the  Postmaster  General  had  flexibility,  he  probably 
would  not  have  held  the  line  on  price  and  been  able  to  make  that 
claim.  I  am  not  sure  where  he  would  have  gone  with  price,  but — 
we  do  have  ratemaking  criteria  that  are  set  forth  in  title  39  and 
section  3622.  There  are  a  variety  of  criteria.  I  think  that  the 
Commmission  has  been  true  to  them  in  the  past  and  is  trying  to 
be  true  to  them  now.  That  does  not  mean  that  there  should  not  be 
changes,  but 

Mr.  Sawyer.  Let  me  focus  the  question  more  directly,  then.  Is 
there  a  need  for  a  more  entrepreneurial  pricing  structure  in  order 
to  successfully  compete  in  the  environment  that  you  are  working 
in? 

Mr.  Gleiman.  The  pricing  structure  and  the  ratemaking  process 
are  distinct,  one  from  the  other.  The  pricing  structure  is  something 
that  is  proposed  by  the  Board  of  Governors  of  the  Postal  Service 
to  the  Rate  Commission  for  its  consideration.  There  has  been  a  lot 
of  talk  about  the  Postal  Service  presenting  a  major  reclassification 
case,  which  would  go  toward  a  more  modem,  more  entrepreneurial 
pricing,  we  assume.  We  do  not  know  the  what  and  the  when  of  the 
reclassification  case.  Some  people  around  town  apparently  have 
been  having  discussions  with  the  Postal  Service,  but  we  do  not 
know  the  particulars.  Yes,  I  think  it  is  probably  a  good  idea  to  look 
at  some  changes,  some  more  entrepreneurial  pricing  in  that  sense. 
On  the  ratemaking  side,  I  am  not  convinced  yet  that  major  changes 
in  the  process  are  necessary. 

Let  me  just  add  that  it  is  not  only  a  question  of  what  we  can  do 
under  existing  law  in  the  ratemaking  process.  You  mentioned  vol- 
ume discounts  very  early  on  in  your  question.  Well,  just  within  the 
last  week  or  so  a  case  was  handed  down  by  the  district  courts  that 
enjoined  the  Postal  Service  permanently  from  offering  volume  dis- 
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counts  on  an  individual  basis  to  customers  in  the  international 
arena.  That  was  one  of  the  recommendations  that  was  in  the  Joint 
Task  Force  that  is  referred  to  in  the  testimony  and  that  GAO  made 
reference  to. 

I  think  there  are  some  areas  that  we  can  look  at,  that  we  can 
work  with  the  Postal  Service  on  that  will  be  improvements,  but  by 
and  large  I  think  the  process  is  not  all  that  bad  the  way  it  is. 

Mr.  Sawyer.  Well,  just  by  way  of  conclusion,  or  do  you  have 
other  comments  you  would  like  to  make?  Just  by  way  of  conclusion, 
this  is  not  a  criticism  of  the  way  in  which  you  are  operating  within 
the  current  structure.  It  is  a  question  of  whether  or  not  the  current 
structure  constrains  you  in  ways  that  are  not  constructive.  It  is  not 
the  ratemaking  process,  but  the  measurements  by  which  you  come 
to  those  conclusions  that  I  am  questioning  at  this  point. 

Mr.  Gleiman.  I  apologize  if  I  sounded  defensive  in  my  response. 

Mr.  Sawyer.  I  did  not  mean  to  make  it  sound  that  way. 

Mr.  Gleiman.  I  understand  what  you  are  saying,  and  the  answer 
is  that  if  you  take  away  the  regulation  and  you  have  a  monopoly, 
how  does  one  play  against  the  other?  Total  flexibility  to  meet  what 
are  perceived  to  be  market  demands  or  to  go  after  market  shares 
or  business  areas  that  the  Postal  Service  may  or  may  not  be  in  now 
has  to  be  judged  against  the  fact  that  the  U.S.  Government  has 
granted  a  significant  monopoly  to  this  institution. 

Mr.  Sawyer.  Others?  Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Thank  you.  Mrs.  Morella. 

Mrs.  Morella.  Thank  you. 

I  want  to  welcome  our  witnesses  of  the  Postal  Rate  Commission 
and  point  out  I  do  have  a  constituent  among  the  members,  Mr. 
Haley,  who  is  a  commissioner. 

And,  frankly,  in  the  interest  of  time,  Mr.  Chairman,  I  have  a  se- 
ries of  questions  that  were  submitted  to  me  by  some  constituents 
and  I  would  respectfully  like  to  ask  you,  if  you  might  respond  in 
writing.  They  have  to  do  with  regard  to  the  reorganization;  the 
number  of  career  employees  that  are  on  the  payroll  as  of  several 
dates,  November  24  and  May  24;  how  many  have  left;  the  number 
of  lawyers  that  have  been  assigned;  and  they  have  to  do  with  sala- 
ries. 

If  I  might,  rather  than  take  up  time  now  as  there  may  be  some 
questions  you  cannot  answer  without  consultation,  may  I  submit 
these  questions  to  you  for  response? 

Mr.  Gleiman.  We  would  be  happy  to  respond  to  them. 

Mrs.  Morella.  Very  good. 

[The  information  referred  to  follows:] 

Response  to  Written  Questions  Subndtted  by  Hon.  Constance  A.  Morella  to 
THE  Postal  Rate  Commission 

Question  1.  Would  you  comment  on  the  EEC  case  by  Lola  Hatcher-Capers?  How 
was  it  resolved  or  is  it  still  pending?  .     ,  ,     ,«„^    „ 

Answer.  Ms.  Lola  Hatcher-Capers  filed  an  EEC  complaint  in  July  1989  aUeging 
discrimination  based  on  race  and  sex  for  failure  to  promote  her  to  a  level  EAS-28 
(GS  14  equivalent)  position.  At  that  time  she  also  alleged  a  violation  of  the  Equal 
Pay  Act.  On  August  18,  1989,  the  Title  VII  complaint  was  rejected  by  the  Postal 
Rate  Commission  (PRC)  for  being  untimely  filed.  Ms.  Hatcher-Capers  appealed  this 
decision  to  the  EEOC.  The  EEOC  affirmed  the  PRC's  decision  on  November  27, 
1989.  Ms.  Hatcher-Capers  then  requested  the  EEOC  to  reopen  and  reconsider  its 
decision.  On  April  20,  1990,  the  EEOC  denied  her  request. 
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Ms.  Hatcher-Capers  filed  a  lawsuit  in  United  States  District  Court  on  May  17, 
1990  alleging  violations  of  Title  VII  of  the  Civil  Rights  Act  of  1964  and  the  Equal 
Pay  Act.  In  an  order  dated  May  1,  1991,  the  Court  dismissed  the  Equal  Pay  Act 
claim  and  decided  to  toll  the  time  period  for  the  fiUng  of  the  Title  VII  claim.  Ms. 
Hatcher-Capers'  Title  VII  claim  was  heard  in  U.S.  District  Court  on  January  13  and 
14,  1992.  The  Court  ruled  for  Ms.  Hatcher-Capers  ordering  her  to  be  promoted  from 
an  EAS  25  to  an  EAS  28  grade  level  and  to  be  paid  back  pay  from  July  15,  1987. 

Question  2.  Was  anyone  who  testified  on  behalf  of  Lola  Hatcher-Capers  in  the 
EEO  action  affected  by  the  reorganization? 

Answer.  Yes.  Two  of  the  3  current  employees  who  testified  on  behalf  of  Lola 
Hatcher-Capers  were  among  the  1 1  staff  members  affected.  Both  had  been  attorney- 
advisors  in  the  Office  of  the  General  Counsel,  which  was  aboUshed  by  the  reorga- 
nization. Like  the  other  affected  employees,  they  retained  saved  grade  and  pay. 

Background:  In  culmination  of  proposals  advanced  prior  to  the  R90-1  rate  case, 
the  Commission  in  1992  retained  an  independent  consultant  to  undertake  an  orga- 
nizational study  of  the  Commission.  A  major  conclusion  of  this  survey  was  that  the 
work  performed  by  staff  attorneys  in  the  Office  of  the  General  Counsel  was  not  pri- 
marily legal,  but  rather  mostly  technical  in  nature.  He  recommended  that  the  office 
be  abolished.  The  Commission  agreed.  He  also  recommended  that  an  Office  of  Legal 
Advisor  be  established,  that  the  Office  of  the  Consumer  Advocate  be  downsized  and 
that  a  reduction-in-force  be  conducted  to  separate  excess  employees.  The  Commis- 
sion was  reluctant  to  conduct  a  RIF  of  the  excess  attorneys  in  the  former  Office  of 
General  Counsel  and  the  Office  of  Consiuner  Advocate  and  decided  instead  to  retain 
them  in  other  capacities  with  saved  grade  and  pay  indefinitely.  The  consultant  had 
proposed  that  several  Postal  Rate  and  Classification  Specialist  positions  be  created 
in  Rates,  Analysis  and  Planning  and  it  was  decided  to  place  two  of  the  dislocated 
personnel  in  them.  The  consultant  also  pointed  to  the  need  for  additional  new  hires 
in  Rates,  Analysis  and  Planning,  with  advanced  technical  training,  to  increase  the 
capability  to  respond  to  the  growing  number  of  complex  technical  issues  before  the 
Commission. 

As  a  result  of  reorganization  and  the  abolition  of  the  Office  of  the  General  Coun- 
sel, two  employees  who  testified  in  the  Hatcher-Capers  case  were  assigned  to  Rates, 
Analysis  and  Planning  as  Postal  Rate  and  Classification  Specialists,  one  at  a  lower 
graded  position  with  saved  grade  and  pay  indefinitely  and  another  who  remained 
at  the  same  grade  and  pay.  The  third  employee,  a  non-attorney,  retained  grade,  pay 
and  title.  Ms.  Hatcher-Capers,  whose  Office  of  the  General  Counsel  attorney-advisor 
position  also  was  abolished,  was  reassigned  to  a  lower  graded  non-legal  position 
with  saved  grade  and  pay  indefinitely. 

At  the  same  time,  the  positions  of  7  other  employees  were  reclassified  at  lower 
grade  levels,  3  without  title  changes  and  4  with.  Another  employee  had  a  title 
change  (from  trial  attorney  to  attorney-advisor)  at  the  same  grade  and  pay. 

Question  3.  How  many  employees  were  affected  by  the  reorganization  for  testify- 
ing on  behalf  of  Lola  Hatcher-Capers?  Were  any  of  tiiem  professionals? 

Answer.  None. 

Question  4.  How  many  career  employees  were  on  the  Postal  Rate  Commission 
staff"  on  November  24,  1993?  On  May  24,  1994? 

Answer.  On  November  24,  1993,  tiiere  were  30  career  employees  on  the  staff".  This 
number  was  reduced  by  employees  electing  to  retire  or  resign  voluntarily  under  the 
Commissioner's  program  of  lump  sum  incentive  payments.  However,  the  reorganiza- 
tion provided  for  an  increase  in  the  number  of  technical  professional  positions. 
Therefore,  by  May  24,  1994,  the  Commission  had  added  employees  to  the  technical 
advisory  staff  and  to  the  clerical  staff",  bringing  the  complement  back  to  30. 

Question  5.  How  many  career  employees  have  left  the  payroll  since  November  24 
and  how  many  new  employees  have  been  hired  since  November  24?  Please  enumer- 
ate the  number  of  employees  who  have  resigned  or  been  hired  on  the  professional 
and  non-professional  staff"  (identify  separately). 

Answer.  Two  career  employees  have  left  the  pajToU  since  November  24,  1993. 
Since  that  date,  two  lower  level  professionals,  and  one  lower  level  non-professional 
have  been  added. 

Question  6.  How  many  lawyers  have  been  assigned  to  non-legal  positions  with 
non-legal  job  responsibilities?  How  many  members  of  the  non-legal  (1)  professional 
staff"  and  (2)  non-professional  staff"  have  been  reassigned? 

Answer.  Three  attorneys  have  been  assigned  to  non-legal  positions  and  five  to 
legal,  with  one  moving  between  offices  which  required  a  title  change.  No  other  em- 
ployee on  the  professional  staff  was  reassigned;  seven  members  of  the  non-profes- 
sional staff"  were  reassigned  as  described  in  the  answer  to  Question  2. 

Question  7.  What  was  the  cost  of  the  independent  contractor  who  conducted  the 
staffing  study? 
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Answer.  The  contractor  received  a  total  of  $50,125.  The  cost  for  an  organization 
study  was  $26,125  and  the  cost  for  job  descriptions  and  evaluations  was  $24,000. 

Question  8.  Please  provide  the  pajrroU  estimates  for  salaries  of  career  employees 
for  FY  94  before  and  after  the  reorganization,  listing  the  early-out  VSIP  costs  sepa- 
rately. 

Answer.  An  estimate  of  salaries  for  career  employees  before  the  reorganization  is 
$1,678,000;  effective  with  the  reorganization  on  February  5,  1994,  the  salaries  for 
career  employees  is  estimated  at  $1,615,000.  The  buyout  amount  for  the  two  career 
employees  who  were  separated  was  $31,614. 

Question  9.  Was  the  selection  of  employees  to  retain  legal  positions  made  on  a 
competitive  basis?  Were  any  RIF  procedures  followed  when  and  if  legsd  positions 
were  eliminated? 

Answer.  In  the  reorganization  no  RIF  procedures  were  used.  The  Commission 
abolished  the  Office  of  the  General  Counsel  and  the  positions  in  the  office.  In  its 
place,  it  established  an  Office  of  Legal  Advisor  which  includes  three  attorney-advisor 
positions.  In  filling  these  positions  and  the  two  trial  attorney  positions  in  the  Office 
of  the  Consumer  Advocate,  the  Commission  considered  all  its  attorney  employees. 
Based  on  the  recommendation  of  the  office  heads  and  its  own  knowledge  of  the 
qualifications  of  the  legal  staff",  the  Commission  chose  the  attorneys  it  considered 
to  be  best  qualified  to  fulfill  the  work  requirements  of  the  offices. 

Question  10.  1  was  informed  that  the  Commission  did  not  provide  the  transferred 
employees  training  conforming  to  their  new  job  descriptions.  Is  it  correct?  If  so,  do 
you  plan  to  provide  training? 

Answer.  The  Commission  initiated  training  for  two  of  the  three  employees  reas- 
signed to  non-legal  positions.  One  employee  took  a  writing  course  in  March  1994, 
and  another  had  already  taken  three  similar  courses  in  late  1993.  No  other  formal 
training  was  deemed  necessary,  and  none  was  requested  except  in  one  instance 
where  computer  training  for  a  word  processing  application  was  indicated.  Because 
of  the  pressures  of  the  current  rate  case,  it  was  not  feasible  to  have  the  employee 
undertake  that  training  immediately.  In  the  meantime  the  employee  has  been  ac- 
commodated so  that  there  should  be  no  negative  impact  on  her  performance  or  on 
that  of  the  office. 

The  writing  assignments  made  to  these  employees  are  similar  to  those  non-legal 
ones  which  they  performed  in  the  past.  We  expect  that  their  assignments  will  con- 
tinue in  this  way;  however,  should  there  be  a  change  in  requirements,  the  Commis- 
sion will  evaluate  the  need  for  formal  training  and  make  arrangements  to  provide 
for  it,  in  keeping  with  its  desire  to  maintain  as  high  a  level  of  performance  as  pos- 
sible. 

Mrs.  MORELLA.  Thank  you,  Mr.  Chairman.  I  have  no  other  ques- 
tions. 

Mr.  Clay.  Is  that  it? 

Mrs.  MORELLA.  That  is  it. 

Mr.  Clay.  Well,  we  certainly  want  to  thank  you  for  your  testi- 
mony, and  unless  there  are  further  questions 

Mr.  Myers.  I  have  a  couple  more  questions. 

Mr.  Clay.  Mr.  Myers. 

Mr.  Myers.  I  will  not  question  about  how  you  spent  yesterday 
or  anything  like  that,  but  it  appears  that  from  your  testimony  that 
the  Postal  Service  is  reacting  instead  of  acting  in  a  positive  fu- 
ture— I  should  know  the  answer  to  this,  but  I  am  not  certain  I  do. 
Does  the  postal  system  have  a  budget?  I  guess  you  do  not  know  ei- 
ther. 

Mr.  Gleiman.  The  Postal  Service  has  a  budget.  It  has  a  plan.  It 
has  an  operating  plan. 

Mr.  Haley.  Yes. 

Mr.  Myers.  Is  it  ever  balanced? 

Mr.  Gleiman.  There  have — I  don't  remember  the  years,  but  since 
the  postal  reorganization,  the  Service  has  had  more  years  where  it 
has  lost  money  than  made  money,  but  there  have  been  years  when 
it  has  come  out  even,  and  years  when  it  has  actually  made  a  little 
bit. 
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Mr.  Myers.  I  should  not  be  critical.  I  have  been  here  28  years 
and  we  have  had  one  balanced  budget  in  the  years  I  have  been 
here. 

But  what  I  am  asking,  if  we  have  a  plan,  which  is  a  budget,  of 
course,  does  the  postal  system  have  a  plan  to,  where  they  antici- 
pate what  their  expenses  are  going  to  be,  and  instead  of  waiting 
until  you  have  a  deficit  that  both  of  you  have  spoken  to,  we  could 
have  a  rate  increase  before  the  fact  instead  of  after  we  have  suf- 
fered a  loss? 

When  the  Postmaster  General  came  in  he  talked  about  the  bil- 
lion dollars  that  we  have  lost,  twice,  and  of  course  the  economy, 
and  rightfully  so.  Some  of  us  predicted  that  when  we  had  that  in- 
cluded in  the  budget  plan,  that  we  had  to  repay  the  billion  dollars, 
you  had  to  repay  to  the  government,  that  would  cause  a  rate  in- 
crease. But  I  am  questioning  does  it  have  a  plan?  Or  instead  of 
waiting  until  after  the  fact  that  you  might  anticipate  for  the  future. 

Mr.  Haley.  Indeed  it  does. 

Mr.  Gleiman.  Well,  there  has  been,  over  the  years,  the  evolution 
of  a  ratemaking  cycle.  Historically,  it  has  been  a  three-year  cycle. 
The  Postal  Service  will  come  in  and  make  a  rate  increase  request. 
The  year  after  they  get  the  request,  they  are  in  the  black;  the  next 
year  they  break  even;  the  third  year  they  are  in  the  red.  And  dur- 
ing that  year,  when  they  are  in  the  red,  they  come  in  for  the  next 
rate  increase. 

The  Postal  Service  and  the  Postmaster  General  have  made  a  big 
to-do  about  rate  stability.  We  have  gone  four  years  without  a  rate 
increase.  Now,  I  am  a  recent  refugee  from  the  Hill,  and  I  would  not 
want  to  suggest  that  I  would  have  enjoyed  receiving  letters  from 
constituents  if  there  had  been  a  rate  increase  sought  earlier  or  be- 
fore it  was  needed.  But  there  is  a  question  about  whether  you 
should  give  people  a  lot  of  money  ahead  of  time  and  hope  they  will 
spend  it  wisely.  I  do  not  know  the  answer  to  that.  Professionally, 
I  do  not  know  the  answer.  Personally,  I  think  that  rates  ought  to 
be  increased  as  little  as  need  be  and  as  frequently  as  need  be,  but 
you  should  not  look  down  the  road  and  give  people  money  now  with 
the  hopes  they  will  use  it  wisely. 

Mr.  Clay.  Will  the  gentleman  yield? 

Mr.  Myers.  Certainly. 

Mr.  Clay.  Are  you  recommending  smaller  increases  more  fre- 
quently? 

Mr.  Gleiman.  Well,  actually,  the  Joint  Task  Force  that  has  been 
referred  to  a  couple  of  times — and  way  back  to  the  mid-1980s, 
when  Janet  Steiger  was  in  the  chair  at  the  Postal  Rate  Commis- 
sion— proposals  have  been  floated.  I  cannot  remember  whether  it 
was  called  the  two-by-four  proposal  or  the  four-by-two  proposal. 
But  basically,  it  talked  about  omnibus  rate  cases  every  four  years 
or  so  with  more  modest  cases  in  the  middle,  every  two  years,  that 
would  adjust  for  inflation. 

That  proposal,  which  I  mentioned  was  in  the  Joint  Task  Force 
report,  was  shelved  along  with  everything  else  in  the  Task  Force 
report  in  the  face  of  Postal  Service  restructuring.  But  it  might  be 
something  that  we  all  ought  to  be  taking  a  look  at  again,  rather 
than  making  claims  about  rate  stability,  which  perhaps,  in  the  long 
haul,  is  not  in  the  best  interest  of  the  Postal  Service. 
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Mr.  Clay.  I  thank  the  gentleman. 

Mr.  Myers.  Could  you  elaborate,  when  you  look  or  review  your 
remarks  here  on  that,  your  recommendation  for  the  joint  task  force, 
a  little  more  about  what — ^you  have  elaborated  on  this  in  the  past, 
but  could  you,  when  you  send  us  information,  what  you  think 
should  be  done,  collectively,  the  Commmission? 

Mr.  Gleiman.  Certainly. 

Mr.  Myers.  What  I  am  sajdng  here  is  not  to  give  the  post  office 
a  lot  of  money  and  figure  out  how  they  are  going  to  spend  it.  I  don't 
think  anybody  wants  to  see  that.  But  back  when  I  worked  for  a  liv- 
ing and  ran  a  business,  we  had  a  budget  too,  and  we  could  not  wait 
for  money.  We  had  to  anticipate  for  the  future  and  be  sure  our  rev- 
enue was  coming  in  before  we  spent  the  dollars,  and  I  don't  know 
why  the  post  office  could  not  be  run  the  same  way. 

Much  of  the  criticism  which  you  hear,  and  I  am  sure  you  prob- 
ably hear  it,  what  we  hear  here,  not  only  from  our  constituents, 
who  are  the  ratepayers,  but  also  from  people  who  have  testified  be- 
fore us,  that  the  post  office  suffers  from  lack  of  good  management 
and  also  lacks  making  decisions  properly  sometimes,  and  all  of 
these  things  are  part  of  what  running  a  business,  a  business  can- 
not operate  without  good  management.  So  maybe  this  is  where 
something  needs  to  be  done. 

Mr.  Gleiman.  Mr.  Haley  wants  to  add  something,  but  let  me  just 
make  one  comment  about  Postal  Service  management. 

The  Postal  Service  is  an  incredibly  huge  organization.  The  first 
time  I  went  to  a  general  mail  facility  one  evening  many,  many 
years  ago  and  saw  the  mail  coming  in  and  going  out  and  flying 
around,  I  just  scratched  my  head  in  wonderment  that  an5rthing 
ever  got  anywhere  in  any  kind  of  time,  much  less  80  percent  or 
whatever  it  is  that  they  are  meeting  of  their  service  standards  now. 

It  is  a  mammoth  organization.  It  is  fighting  a  tide  of  mail  all  the 
time.  I  get  concerned  about  me,  personally,  being  a  little  bit  cava- 
lier about  the  difficulty  of  the  task  that  postal  management  faces, 
and  I  just  want  to  say  I  think  we  have  to  keep  in  perspective  just 
how  big  and  difficult  the  task  is  that  they  have. 

Mr.  Myers.  Well,  I  did  have  a  witness  say  that  the  postal  system 
is  too  large  to  be  managed.  It  is  out  of  control. 

Mr.  Haley.  Mr.  Myers,  I  would  like  to  answer  your  question  as 
near  as  I  can  rather  directly  when  you  asked  does  the  Postal  Serv- 
ice have  a  budget,  does  it  have  a  plan?  The  answer  is  yes.  When- 
ever it  makes  a  request  of  the  Postal  Rate  Commission,  it  does  it 
on  a  plan,  a  budget.  Basically,  it  starts  with  a  base  year  where 
there  are  actual  expenses  of  a  year  and  then  it  projects  to  what 
they  call  a  test  year,  and  that  is  the  projections  with  which  we 
look. 

The  test  year  is  the  one  in  which  it  supposedly  is  the  break-even 
year.  So  in  fact  it  does  have  a  plan.  Management,  of  course,  is  a 
different  responsibility. 

Mr.  Myers.  Well,  does  the  system  anticipate  the  loss  they  are 
suffering  now,  whether  it  is  $1.4  or  $2.4  billion?  Was  that  antici- 
pated last  year? 

Mr.  Gleiman.  They  anticipated  a  loss  of  $1.3.  Their  plan  pro- 
vided for  a  loss  of  $1.3,  which  is  why  they  filed  a  rate  case. 


477 

Mr.  Myers.  My  question  is,  why  wait  until  this  year  now  that 
you  have  suffered  the  loss  to  request  a  rate  increase? 

Mr.  Gleiman.  That  is  a  better  question  for  the  Postmaster  Gen- 
eral, and  in  two  weeks  you  will  have  the  Board  of  Governors  of  the 
Post  Office  up  here. 

Mr.  Myers.  You  spoke  about  the  relationship,  that  you  do  work 
together,  and  you  said  you  meet  with  them  on  a  regular  basis. 

Mr.  Gleiman.  I  said  I  met  with  them  shortly  after  I  arrived  at 
the  Postal  Rate  Commission. 

Mr.  Clay.  If  the  gentleman  would  yield,  you  said  you  got  no  co- 
operation from  them  in  terms  of  a  study  you  were  requested  to 
make.  Did  you  make  that  statement? 

Mr.  Gleiman.  I  made  that  statement  with  respect  to  several 
studies.  I  mentioned  that  the  Rate  Commission  did  not  get  the  full 
cooperation  and  support  of  the  Postal  Service  in  the  RM92  rule- 
making docket  associated  with  automation  costs,  which  was  some- 
thing that  happened  before  I  got  to  the  Commission. 

I  also  mentioned  that  my  own  personal  experience,  in  my  pre- 
vious incarnation,  was  not  all  that  positive  with  respect  to  a  re- 
quest for  a  study  by  the  Postal  Rate  Commission  that  was  made 
by  Senators  Pryor  and  Stevens  and  with  which  the  Postal  Service 
was 

Mr.  Clay.  Welcome  to  the  club.  We  do  not  get  any  cooperation 
from  them,  either. 

Mr.  Gleiman.  I  have  been  a  member  of  the  club.  I  am  just  sitting 
in  a  different  chair  now. 

Mr.  Myers.  Well,  lack  of  cooperation  or  cooperation  is  one  thing, 
but  meeting  with  them  is  something  different.  Do  you  meet  with 
them  and  do  they  hear  your  recommendations  on  somewhat  of  a 
regular  basis  during  the  year,  during  these  off  years  when  you  do 
not  have  a  rate  increase?  Did  you  meet  with  them  at  all  last  year 
collectively? 

Mr.  Haley.  We  have,  on  occasion,  met 

Mr.  Myers.  Talking  about  the  Board  of  Governors  now. 

Mr.  Haley.  We  have  met  with  the  Board  of  Governors.  Not  too 
recently,  but  we  have  had  meetings  on,  let's  see,  I  cannot  recall 
when  we  had  our  last  one,  but  we  have  had  meetings. 

Let  me  say  one  other  thing  with  reference  to  cooperation.  From 
the  standpoint  of  management,  Mr.  Myers,  this  is  one  of  the  things 
that  has  been  of  great  concern,  the  Postal  Service  actually  does 
not — they  are  concerned  that  we  might  in  fact  suggest  things  that 
are  of  management  level  to  them. 

Ours,  of  course,  is  the  responsibility  of  recommendations  from 
the  standpoint  of  its  revenues.  So  we  wanted  to  make  sure  that  we 
are  not  suggesting  to  you  that  we  are  in  the  management  area. 
They  would  really  have  a  difficulty  if  they  thought  we  were  sa3dng 
that.  But  we  can  make  other  recommendations  to  you. 

Mr.  Myers.  I  think  Vice  Chairman  LeBlanc  was  wanting  to 
make  some  comments  to  some  of  my  questions. 

Mr.  LeBlanc.  I  just  wanted  to  reiterate  what  Commissioner 
Haley  has  said,  which  is  we  have  met  with  them.  It  has  not  been 
a  lot  but  we  have  met  with  them.  We  have  suggested  things  back 
and  forth  in  the  meetings.  Very  candidly  when  we  do   suggest 
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things,  we  are  micro  managing  and  are  asked  to  basically  step  out 
of  the  realm. 

Mr.  Myers.  Micro  managing  is  not  bad  with  no  management  at 
all. 

Mr.  LeBlanc.  If  you  look  at  the  law,  we  have  to  stay  away  from 
that  end  of  it.  Our  general  counsel  is  probably  squirming  back 
there  now. 

Mr.  Myers.  I  said  that  anything  that  helps  fill  the  vacuum  is 
better  than  the  vacuum. 

Mr.  LeBlanc.  I  did  want  to  touch  on  what  you  said  about  a 
budget  and/or  do  they  look  at  things,  do  they  have  any  manage- 
ment whatsoever. 

If  you  will  go  back  and  look  on  Attachment  1  I  provided,  you  will 
see  the  net  losses  that  have  occurred.  If  the  budget,  if  there  is  a 
budget,  they  surely  are  not  meeting  their  budget  and  they  defi- 
nitely  

Mr.  Myers.  That  is  for  sure. 

Mr.  LeBlanc.  They  definitely  have  some  serious  problems  there 
when  you  have  those  kind  of  losses  that  you  are  anticipating  and 
they  have  no  equity  to  back  that  up. 

Mr.  Myers.  You  spoke  about  loss  of  equity  and  certainly  when 
you  run  in  the  red  and  you  knew  ahead  of  time  you  were  going  in 
the  red,  whose  fault  is  your  lost  equity? 

Mr.  LeBlanc.  One  of  the  things  Chairman  Gleiman  touched  on 
in  response  to  I  think  Chairman  Clay's  question  about  the  amount 
of  money  that  will  be  lost  or  gained  or  whatever,  some  of  the  fig- 
ures that  we  have  looked  at  indicate  that  putting  off  the  case  could 
have  cost  them  as  much  as  $1.5  billion.  Is  that  good  management 
or  not?  That  is  not  my  prerogative,  I  cannot  answer  that  question. 
But,  again,  that  is  a  lot  of  money  under  the  current  situation. 

Mr.  Myers.  Well,  I  think,  of  course  our  role  is  somewhat  limited. 
Ours  is  more  just  to  listen  and  to  be  somewhat  of  an  insulator, 
maybe,  but  also  I  think  we  can  offer  some  strong  suggestions  here. 

Our  role  is  somewhat  limited,  somewhat  limited  also.  We  have 
the  responsibility  to  have  an  oversight  hearing  in  which  you  are 
participating  today,  but  our  ability  to  remedy  the  situation  other 
than  making  strong  recommendations  is  somewhat  limited.  And 
maybe  that  should  be  changed  too.  I  am  not  sure. 

Years  ago,  I  guess  I  am  the  only  one  that  voted  on  it  years  ago 
or  was  here  when  it  was  voted  on,  I  had  reservations  about 
depoliticizing  the  U.S.  Postal  Service.  I  did  not  think  it  was  that 
bad  before.  I  thought  I  knew  more  about  the  local  post  office  than 
someone  in  Cincinnati  or  Chicago  does  about  the  condition  of  local 
offices  in  the  7th  District  of  Indiana.  I  think  a  lot  of  people  agree 
with  me  now. 

I  met  with  my  postal  unions  up  there  and  they  said,  you  have 
to  vote  to  reorganize  the  system  back  in,  I  think  it  was  1968  when 
that  happened,  and  I  still  think  probably  I  was  right  in  my  first 
conviction.  I  finally  reluctantly  voted  for  it,  but  I  would  change  that 
if  I  could  have  it  back.  Not  too  many  I  would  change,  but  that  is 
probably  one  I  would  have. 

Here  we  get  accused  of  micromanaging,  but  at  least  with  us  mak- 
ing the  decisions  out  there,  the  postal  patrons  knew  where  to  put 
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the  blame.  They  could  find  us  and  they  got  a  swing  at  us  here  in 
the  House  every  2  years. 

Who  do  they  blame  today  if  the  system  is  not  working,  if  the 
mail  does  not  get  delivered  in  a  week?  They  could  always  blame 
us  back  then,  but  they  do  not  know  who  to  blame  anymore.  Blame 
does  not  answer  the  questions,  but  the  lack  of  responsibility,  lack 
of  accepting  what  is  happening,  as  an  example  in  Chicago,  where 
I  don't  know  what  the  latest  count  is,  how  much  tons  of  mail  have 
been  lost,  and  now  they  are  finding  everything  happening  up  there, 
and  something  is  wrong  there  for  certain,  when  I  guess  it  is  typical 
of  some  other  larger  offices  also,  but  we  do  know  there  is  some- 
thing wrong  there  and  I  don't  know  exactly  why,  what  your  role  is, 
and  I  guess  your  role  is  somewhat  like  ours,  somewhat  limited,  the 
authority  you  have  or  how  much  you  are  even  asked. 

Mr.  LeBlanc.  Mr.  Myers,  if  I  may  just  interject  here.  One  thing 
that  I  think  would  strengthen  our  role  as  a  commission  is  two 
major  things  that  I  have  said  for  a  number  of  years,  and  I  firmly 
believe  them,  and  that  is  to  give  the  Postal  Rate  Commission  sub- 
poena power  and  final  rate-making  authority.  I  believe  that  would 
help  in  maybe  clarifying  some  of  the  positions  we  are  all  talking 
about  today.  There  may  be  something  that  we  want  to  maybe  pos- 
sibly revisit  or  look  at  at  a  later  time,  but  I  think  it  could  strength- 
en the  overall  position. 

Mr.  Myers.  Here  again,  I  guess  I  am  critical.  Obviously  I  am. 
Prima  facie,  isn't  it?  But  I  wonder  why  do  we  need  a  Rate  Commis- 
sion? It  is  a  mathematical  formula.  You  knew  you  had  to  increase 
the  rates.  Something  out  of  your  control  entirely  caused  the  deficit 
and  you  know  it  had  to  be  increased,  so  what  role  does  the  Rate 
Commission  play  other  than  that  pro  forma  obligation  you  have? 
Even  your  decision  is  not  final.  I  can  honestly  say  I  cannot  figure 
out  what  the  Rate  Commission 

Mr.  Gleiman.  I  am  still  on  my  learning  curve  on  this,  and  my 
colleagues  may  jump  in  and  pummel  me.  I  don't  know,  but  I  men- 
tioned in  my  statement  there  are  two  kinds  of  costs.  There  are 
costs  you  can  attribute  to  different  types  of  mail  and  how  that  mail 
is  handled  and  delivered,  and  there  are  costs  that  are  institutional 
or  nonattributable. 

The  major  role  of  the  Postal  Rate  Commission  is  in  reviewing 
and  making  sure  that  the  attributable  costs,  as  presented  by  the 
Postal  Service,  are  attributed  properly.  I  would  submit  to  you,  for 
example,  that  your  in-county  newspapers,  if  somebody  did  not  raise 
a  howl,  might  be  getting  a  34-percent  increase,  as  originally  pro- 
posed, based  on  attributable  costs  by  the  Postal  Service  in  the  case 
it  filed.  But  we  know  they  filed  a  correction  a  week  ago,  which  now 
I  think  comes  up  with  a  1.5-percent  decrease.  So  somebody  has  to 
look  at  those  attributable  costs. 

The  other  area  is  the  more  important  and  more  complicated  area, 
which  is  the  overhead  costs.  The  question  is.  Who  is  going  to  pay 
the  overhead?  That  has  always  been  a  big  battle.  If  you  look  back 
at  the  history  of  postal  reorganization,  you  will  see  that.  You  may 
even  recall  Members  getting  beat  up  one  side  and  down  the  other 
by  lobbyists,  who  wanted  to  load  all  the  institutional  costs  on  some- 
body else.  So  it  is  a  question  of  equity  and  fairness  and  know-how 
checking  on  those  attributable  costs  to  make  sure  they  are  correct. 
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Mr.  Clay.  Will  the  gentleman  yield? 
Mr.  Myers.  Certainly. 

Mr.  Clay.  The  Chairman  has  just  suggested  that  somebody  has 
to  look  at  the  attributable  costs.  I  would  contend  it  certainly  is  not 
the  Congress.  The  people  in  this  country  have  less  confidence  in 
our  managerial  skills  than  those  over  at  the  Postal  Service,  I  would 
contend. 

Mr.  Myers.  We  still  have  a  3-cent  stamp — it  had  gone  to  a  nickel 
I  guess. 

Mr.  Clay.  You  would  probably  do  it  for  free  if  enough  people 
wrote  in  and  we  had  to  make  that  decision,  because  we  have  no 
institutional  responsibility  here.  We  are  frightened  like  mice  when- 
ever the  public  is  aroused.  Whether  it  is  for  a  good  issue  or  for  a 
good  cause  or  not,  we  have  a  lot  of  cowards  in  this  Congress. 

I  am  not  identifying  any  of  the  218  who  constitute  a  majority  to 
make  decisions.  I  am  just  saying  it  would  not  be  a  good  system  to 
have  the  Congress  setting  rates,  because  I  can  imagine  what  kinds 
of  rates  we  would  get,  and  it  would  depend  on  who  were  the  most 
powerful  and  the  most  influential  in  terms  of  persuasion  and  the 
public  be  damned. 

Thank  you  for  yielding. 

Mr.  Myers.  Certainly.  It  is  your  time  basically,  you  yielded. 
But  just  closing  here,  you  talk  about  the  institutional  costs.  They 
are  fixed.  Not  a  thing  in  the  world  you  can  do  about  it.  They  are 
handed  to  you.  So  as  far  as  examining  the  institutional  costs,  you 
have  testified  that  you  are  limited  to  be  able  to  do  something  about 
reducing  those  institutional  costs  or  influencing  how  much  those 
institutional  costs  are  limited.  So,  again,  I  am  not  sure  I  can  see 
the  present  organization.  Definitely  there  needs  to  be  reorganiza- 
tion I  think  in  the  postal  system. 

Mr.  Gleiman.  I  suspect  I  did  not  make  myself  clear  on  the  insti- 
tutional costs.  We  are  not  the  managers  of  the  Postal  Service.  We 
cannot  raise  or  lower  the  institutional  costs.  They  are  what  they 
are. 

However,  the  question  is,  how  do  you  distribute  them  across  the 
rate  base?  Because  I  guarantee  you  if  it  was  left  to  lobbyists,  and 

I  know  that  is  a  terrible  word  to  use 

Mr.  Myers.  Now,  you  have  a  bunch  of  them  standing  behind  you. 
You  better  be  careful.  Actually,  they  are  sitting,  most  of  them  are. 
Mr.  Gleiman.  People  would  lobby  to  load  the  costs  here,  there, 
everywhere,  and  the  question  is  whether  it  would  be  best  for  the 
universal  postal  system  that  we  have  and  whether  it  would  survive 
those  kinds  of  pressures. 

We  try  to  make  some  considered  judgments  based  on  the  stand- 
ards set  forth  in  the  law  about  equity  and  fairress  and  value  to  the 
sender  and  value  to  the  recipient.  I  suspect  that  you  could  let  the 
Postal  Service  set  the  cost  itself.  I  am  not  sure  that  that  would  be 
the  best  for  anyone. 

Mr.  Myers.  I  think  it  does  right  now  or  we  would  not  be  facing 
a  1.3  or  a  2.47  billion  deficit.  Who  is  fixing  it?  We,  you,  none  of  us 
have  any  influence  on  it.  They  are  fixing  it.  Again,  after  the  fact, 
you  are  reacting. 

Mr.  Gleiman.  I  am  concerned — I  think  I  could  respond  a  little  bit 
more  to  your  question  and  give  you  a  little  bit  more  detail,  but. 
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quite  frankly,  at  this  point,  I  am  concerned  that  I  am  going  to  step 
over  the  Hne  about  talking  about  the  current  rate  case  and  issues. 
But  I  would  love  the  opportunity  to  come  back  with  you  either  in 
a  public  setting  or  to  meet  with  you  privately — once  the  rate  case 
is  completed — to  discuss  all  of  this  with  you  in  more  detail. 

Mr.  Myers.  It  will  be  too  late  then. 

Mr.  Gleiman.  We  can  do  it  in  January,  at  the  beginning  of  the 
next  Congress,  Mr.  Myers. 

Mr.  Myers.  Do  you  have  that  so-called  collegiate  relationship,  all 
five  of  you  have  to  be  present  or  you  cannot  talk? 

Mr.  Gleiman.  It  is  not  a  question  of  coming  alone.  I  have  no 
problem  with  that  whatsoever. 

Mr.  Myers.  Okay. 

Mr.  Gleiman.  The  problem  is  that  we  operate  under  certain  con- 
straints under  the  Administrative  Procedures  Act.  We  are  going  to 
make  a  recommended  decision  on  the  rate  case,  and  we  are  not  in 
a  position  to  talk  with  anyone  about  the  particulars  of  a  rate  case, 
about  cost  considerations,  because  we  are  not  allowed  to  be  in  a  po- 
sition where  we  have  prejudiced  our  decision-making  process. 

Mr.  Clay.  Mr.  Myers  indicated  to  me  earlier  in  this  hearing  that 
next  year  he  may  be  Chairman  of  this  committee,  so  we  should 
leave  all  of  these  problems  for  next  year.  If  there  are  no  further — 

Mr.  Myers.  I  think  Vice  Chairman  LeBlanc  wanted  to  make  a 
comment. 

Mr.  Clay.  You  are  already  assuming  the  chairmanship. 

Mr.  Myers.  I  thought  you  3delded  the  time  to  me. 

Mr.  Clay.  Time  of  the  gentleman  has  expired.  Gro  ahead. 

Mr.  Myers.  I  am  practicing. 

Mr.  Clay.  We  will  listen  to  one  more  comment. 

Mr.  Myers.  Next  year  we  will  not  limit  time  to  the  Minority. 

Mr.  LeBlanc.  Just  one  comment,  if  I  may. 

You  asked,  why  are  we  around.  Part  of  our  job,  though,  is  to  ana- 
lyze those  attributable  costs  and  institutional  costs.  And  because 
the  case  is  before  us  I  am  not  at  liberty  to  get  into  all  the  nitty- 
gritty,  nuts  and  bolts  of  it,  but  because  the  Postal  Service  comes 
to  us  with  a  case  and  they  say  that  certain  amounts  are  attrib- 
utable and  certain  amounts  are  institutional  costs  does  not  mean 
we  have  to  buy  that,  and  that  is  where  our  job  really  comes  into 
play,  because  we  allow  anybody  who  wants  to  challenge  the  Postal 
Service  their  day  in  court. 

That  is  part  of  our  main  objective  in  the  hearings,  is  to  listen  to 
everybody  and  all  parties  and  give  them  an  opportunity  to  present 
their  case,  and  it  may  change  the  attributable  costs  or  it  may 
change  the  institutional  costs.  And  that  is  another  important  role 
we  do  play  in  listening,  analyzing,  all  of  the  facts  and  figures,  the 
cost  and  figures  as  well,  and  we  have,  in  the  past,  changed  attrib- 
utable costs  and  institutional  costs  as  a  rule.  I  wanted  to  make 
that  clarification  for  you. 

Mr.  Myers.  Thanks  to  all  of  you.  I  have  certainly  other  questions 
regarding  your  role  and  closing  facilities  and  other  things  and  I 
will  submit  them  for  the  record. 

[The  information  referred  to  follows:] 
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Response  to  Written  Questions  Submitted  by  Hon.  John  T.  Myers  to  the 
Postal  Rate  Commission. 

Question  1.  Does  the  Postal  Service  notify  the  Postal  Rate  Commission  when  it 
changes  from  a  regular  postal  faciUty  to  a  contract  facility? 

Answer.  The  Postal  Service  does  not  notify  the  Rate  Commission  when  it  changes 
a  regular  postal  facility  into  a  contract  facility.  The  Commission  learns  of  the 
change  only  if  the  Postal  Service  decides  to  convert  a  regular,  independent  post  of- 
fice into  a  contract  facility,  and  a  customer  of  that  post  office  then  appeals  to  the 
Commission  under  section  404(b)  of  Title  39.  The  number  of  appeals  the  Commis- 
sion receives  pursuant  to  sec.  404(b)  varies  annually,  but  between  5  and  13  percent 
of  all  post  office  closings  and/or  consolidations  are  appealed  and  subsequently  re- 
viewed by  the  PRC.  That  means,  of  cotirse,  that  the  PRC  is  not  notified  of  about 
90  percent  of  all  post  office  closings  and/or  consolidations. 

Question  2.  Have  you  noted  any  change  in  the  Postal  Service  activity  in  closing 
or  consolidating  postal  facilities? 

Answer.  The  number  of  appeals  received  by  the  Commission  has  remained  steady 
over  the  years.  This  year,  however,  the  Postal  Service  has  continued  to  close  and 
consolidate  post  offices  after  filing  the  pending  rate  case,  R94-1.  In  previous  years 
the  Postal  Service  would  not  close  or  consolidate  a  post  office  permanently  while  it 
was  asking  for  higher  rates.  It  would,  however,  "suspend"  some  post  offices — that 
is,  close  the  office  with  no  notice  and  no  community  in-put — then  later  pursue  the 
section  404(b)  procedures  so  that  the  office  would  be  re-opened. 

Question  3.  Does  the  Commission  track  the  consolidation  or  closing  of  facilities? 

Answer.  The  Commission  takes  note  of  closings  and  consolidations  reported  annu- 
ally in  the  "Comprehensive  Statement  on  Postal  Operations,"  which  the  Postal  Serv- 
ice submits  to  Congress,  and  it  follows  closings  and  consolidations  reported  in  "Post- 
al Bulletin."  Another  source  used  by  the  PRC  to  check  whether  a  post  office  has 
been  closed  or  turned  into  a  CPO  is  the  Postal  Service's  ZIP  Code  and  Post  Office 
Directory,  which  indicates  whether  the  name  of  a  community  continues  to  be  Listed 
as  a  valid  address. 

None  of  these  sources,  however,  is  consulted  consistently.  Thus,  when  the  PRC 
recently  needed  information  about  specific  closings  and  consolidations,  it  re-checked 
its  information  with  the  appropriate  employees  of  the  Postal  Service,  who  were  able 
to  obtain  and  provide  actual  dates,  both  of  post  office  closings  and  the  establishment 
and/or  discontinuance  of  community  post  offices. 

Question  4.  What  part  of  the  1992  report  of  the  Joint  Task  Force  on  Postal  Rate- 
making  would  you  consider  to  be  salvageable? 

Answer.  Of  the  recommendations  made  in  1992  by  the  Joint  Task  Force  on  Postal 
Ratemaking,  the  one  with  the  fewest  legal  obstacles  and  the  one  easiest  to  imple- 
ment would  be  accelerated  procedures  for  market  tests.  In  recognition  of  this,  PRC 
Chairman  Edward  J.  Gleiman  wrote  Postmaster  General  Marvin  Runyon  on  April 
25,  1994  and  proposed  that  the  PRC  staff  begin  drafting  for  publication  in  the  Fed- 
eral Register  a  notice  to  solicit  pubUc  comment  about  new  procedures  that  would 
expedite  Postal  Service  test  marketing.  The  PRC  will  move  on  this  when  the  Postal 
Service  responds. 

The  Commission  is  also  committed  to  improving  communications  with  the  Postal 
Service,  another  Task  Force  recommendation,  although  efforts  in  that  area  are  sub- 
ject to  ex  parte  communication  prohibitions  and  must  remain  on-hold  until  comple- 
tion of  the  current  rate  case.  The  PRC  expects  the  up-coming  classification  case  to 
deal  with  the  pricing  and  classification  recommendations  of  the  Task  Force,  and  the 
PRC  is  hopeful  that  efforts  to  share  electronic  data  will  be  improved. 

The  one  Task  Force  recommendation  that  probably  is  not  salvageable  is  the  adop- 
tion of  a  four-year,  two-year  rate  cycle,  which  the  Task  Force  had  hoped  would  pro- 
vide better  matching  of  rates  to  marketplace  realities.  The  Rate  Commission's  rule- 
making docket  that  would  have  opened  fiirther  discussion  on  this  matter  was  re- 
jected by  the  Postal  Service  on  October  13,  1992  and  it  is  unlikely  that  efforts  in 
this  direction  will  be  renewed. 

Mr.  Clay.  Time  of  the  gentleman  and  all  time  has  expired.  We 
thank  you  for  your  testimony. 
Mr.  Gleiman.  Thank  you,  Mr.  Chairman.  Thank  you,  Mr.  Myers. 
[Whereupon,  at  11:30  a.m.,  the  committee  was  adjourned.! 
[A'^ditional  material  submitted  for  the  record  follows:] 
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Prepared  Statement  of  Hon.  Barbara-Rose  Collins,  a  Representative  in 
Congress  From  the  State  of  Michigan 

Mr.  Chairman,  I  am  very  pleased  to  join  you  and  the  other  distinguished  members 
of  this  Committee  as  we  continue  our  series  of  oversight  hearings  on  the  future  of 
the  U.S.  Postal  Service. 

These  are  critical  times  for  the  postal  service.  Ultimate  decisions  made  will  have 
a  profound  impact  on  the  ftiture  of  the  postal  system  for  decades  to  come. 

The  postal  service  must  continue  to  expand  its  services  and  modernize  its  facili- 
ties. Bar  coding  and  other  forms  of  automated  mail  processing  could  save  the  postal 
service  millions  of  dollars.  A  successful  automation  program  could  be  the  key  to 
achieving  quality  mail  service  at  reduced  costs. 

Therefore,  I  would  be  extremely  interested  in  hearing  from  the  general  accounting 
office  on  how  increased  automation  has  improved  the  quality  of  services,  if  any.  I 
am  also  concerned  that  the  postal  rate  commission  may  not  be  giving  adequate  con- 
sideration in  areas  such  as  reclassification.  Finally,  I  would  like  to  know  if  they 
have  any  recommendations  of  how  the  postal  service  can  better  prepare  for  the  fu- 
ture. 

Thank  you,  Mr.  Chairman,  and  I  look  forward  to  the  testimony. 


OVERSIGHT  HEARING  ON  THE  U.S.  POSTAL 
SERVICE 


WEDNESDAY,  JUNE  8,  1994 

House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  D.C. 

The  committee  met,  pursuant  to  call,  at  1:35  p.m.,  in  room  311, 
Cannon  House  Office  Building,  Hon.  William  Clay  (chairman  of  the 
committee)  presiding. 

Members  present:  Representatives  Schroeder,  McCloskey,  Col- 
lins, Watt,  Bishop,  Myers,  Morella,  and  Boehlert. 

Mr.  Clay.  The  committee  will  come  to  order. 

This  is  the  sixth  and  last  of  the  committee's  scheduled  oversight 
hearings  on  the  Postal  Service.  Today's  witnesses  are  the  Gov- 
ernors of  the  Postal  Service. 

Postal  Service  needs  a  solid  base  today  if  it  is  to  be  viable  in  the 
future.  Its  current  status,  despite  the  pronouncements  of  postal 
management,  is  dismal.  Service  is  poor  and  in  the  second  quarter 
of  1994,  it  failed  21  percent  of  the  time  to  deliver  first-class  mail 
overnight.  And  the  forecast  points  to  little  if  any  improvement  in 
the  third  quarter. 

Postal  management  blames.  No.  1,  a  harsh  winter;  No.  2,  the  loss 
of  experienced  workers  who  took  the  Postmaster  General's  buyout; 
and  No.  3,  an  increase  in  mail  volume  that  is  swamping  facilities. 
Postal  employee  groups  blame  the  restructuring. 

The  new  management  structure  is  a  disaster.  No  one  is  in  charge 
at  the  local  level  and  everyone  blames  someone  else  for  the  serv- 
ice's problems.  We  expect  to  hear  today  how  the  Governors  intend 
to  correct  these  problems. 

While  service  across  the  Nation  is  failing  miserably,  the  Post- 
master General  proclaims  that  8^  percent  of  Postal  Service's  cus- 
tomers believe  the  Postal  Service  is  doing  a  good,  a  very  good,  or 
excellent  job.  That  number  represents  only  one  question  in  a  long 
customer  survey.  A  GAO  report  states,  and  I  quote,  "The  results  re- 
leased by  the  Postal  Service  are  not  a  complete  summary  of  cus- 
tomer satisfaction  because  they  summarized  the  responses  received 
to  only  one  of  the  38  customer  satisfaction  questions  in  the  survey." 

Two  questions  in  that  survey  are  about  timely  delivery.  Re- 
sponses to  those  questions  which  were  recently  released  to  the  com- 
mittee indicate  18  percent  of  household  customers  don't  think  de- 
livery of  local  mail  is  timely.  For  nonlocal  mail,  27  percent  of  its 
customers  do  not  think  the  service  is  doing  a  good  job,  so  I  can  see 
why  the  Postal  Service  fought  to  hide  these  statistics. 
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The  service's  financial  condition  is  bad  and  it  is  getting  worse. 
The  plan  for  1994  was  to  lose  $1,344  billion,  which  would  have 
been  the  second  greatest  loss  in  the  history  of  the  Postal  Service. 
As  late  as  2  weeks  ago  at  the  postal  forum  in  San  Francisco,  the 
Postal  Service  chief  financial  officer  told  the  mailers  that  the  Postal 
Service  would  meet  that  goal.  But  let's  take  a  look  at  the  facts. 

The  first  chart  up  there  shows  that  since  the  beginning  of  this 
year,  the  service's  performance  has  been  consistently  below  its 
plan.  Through  8  of  13  accounting  periods,  U.S.  Postal  Service  is 
$590  million  below  its  planned  $1,344  billion  deficit.  The  red  ink 
has  been  growing  each  accounting  period. 

Postal  Rate  Commission  Vice  Chairman  LeBlanc  told  us  just  sev- 
eral weeks  ago  that  the  service  is  heading  for  a  $2.4  billion  loss  in 
1994.  That  would  be  the  worst  financial  performance  in  its  history. 
Preliminary  data  for  accounting  period  nine  indicates  that  al- 
though the  Postal  Service  lost  $149  million  in  4  weeks,  that  was 
$31  million  better  than  expected.  But  a  closer  inspection  of  more 
detailed  data,  not  all  supplied  to  this  committee  by  the  Postal  Serv- 
ice, indicates  that  the  improved  performance  was  in  nonpersonnel 
costs,  which  was  $31  million  less  than  planned.  Twenty-two  million 
dollars  of  that  savings,  however,  is  in  a  miscellaneous  category. 
That  is  a  hell  of  a  petty  cash  operation  over  there. 

Personnel  costs  were  almost  $90  million  more  than  planned,  and 
overtime  was  37  percent  above  plan.  The  gap  between  plan  and 
performance  for  personnel  costs  widened  in  the  last  4  weeks,  re- 
versing a  trend  of  the  past  two  accounting  periods.  It  appears  that 
some  creative  accounting  adjustments  were  made. 

To  stem  losses,  the  Governors  unanimously  approved  a  request 
for  a  10.3  percent  postage  rate  increase  for  1995.  So  we  will  take 
a  look  at  the  second  chart. 

Can  you  Governors  see  the  chart? 

At  the  time  you  approved  the  request,  the  Postal  Service  said  the 
rate  increases  would  allow  it  to  break  even  in  1995  as  required  by 
law.  Your  unanimous  request  assumed  new  higher  rates  would  be 
in  effect  on  October  1,  1994.  However,  new  rates  will  not  take  ef- 
fect until  January  of  1995. 

The  Postal  Rate  Commission  Chairman  told  us  this  3-month 
delay  would  cost  service  at  least  $1.2  billion.  This  means  your  rate 
request  results  in  the  Postal  Service  losing  $1.2  billion,  not  break- 
ing even. 

In  addition,  the  service  is  facing  a  billion  dollar  cost  overrun  this 
year.  That  overrun  will  have  your  rate  request  result  in  a  $2.2  bil- 
lion loss,  far  worse  than  breaking  even. 

Despite  these  facts,  postal  management  told  a  postal  forum  audi- 
ence almost  2  weeks  ago  that  the  rates  requested  will  provide 
enough  revenue  to  last  2  years.  In  fact,  your  chief  financial  officer 
told  us  in  April  that  you  would  have  a  $2  billion  surplus  in  the  first 
year  of  new  rates  compared  to  a  potential  $2.2  billion  loss  in  your 
rate  request.  .  ,,.     mv. 

By  law,  you  have  a  fiduciary  duty  to  the  American  public,  ihe 
committee  wants  to  know  how  you  will  fulfill  this  responsibility  in 
light  of  the  current  financial  and  service  disasters. 

To  provide  you  with  greater  authority  to  meet  your  duties,  I  have 
introduced  legislation  giving  the  Board  of  Governors  the  power  to 
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appoint  the  officers  of  the  Postal  Service  and  I  hope  that  you  will 
accept  this  authority  and  the  challenge  and  responsibility  that  go 
with  it. 

Are  there  other  opening  statements? 

Mr.  Myers. 

Mr.  Myers.  Mr.  Chairman,  I  don't  have  an  opening  statement, 
but  I  welcome  the  Governors  here.  I  often  go  back,  maybe  I  have 
quoted  this  before,  Will  Rogers  said,  "Everybody  complained  about 
the  weather  but  no  one  did  anything  about  it."  I  get  the  feeling 
that  is  the  case  of  the  postal  situation  we  are  in  here.  We  all  point 
fingers  at  each  other  and  we  bemoan  the  fact  that  there  are  still 
problems  in  the  postal  system  and  maybe  it  is  time  for  us  all  to 
roll  up  our  sleeves  and  all  push  in  the  same  direction.  I  feel  strong- 
ly that  there  is  something  wrong,  we  all  recognize  that,  but  are  we 
all  going  in  the  same  direction? 

It  is  very  easy  for  us  to  point  to  the  problem  but  we  somehow 
argue  over  how  to  best  remedy  a  problem.  We  still  do  have  the  best 
postal  system,  but  it  could  be  better.  That  is  what  we  are  all  about 
and  our  role  here  is  somewhat  limited.  We  can  sit  and  look  and 
criticize,  but  our  authority,  our  responsibility  is  one  thing,  but  our 
authority  is  very  limited.  So  I  think  that  is  what  the  purpose  of 
these  hearings  is,  to  find  out  what  we  might  do  to  help  even  more 
and  even  prod  where  prodding  will  help  any. 

I  look  forward  to  your  testimony.  Thank  you. 

Mr.  Clay.  I  thank  the  gentleman. 

I  might  say,  I  think  it  is  time  that  we  revisit  the  Postal  Reorga- 
nization Act  to  make  sure  that  the  Congress  can  have  a  little  more 
say  about  what  is  going  on  in  matters  of  the  Postal  Service. 

Miss  Collins. 

Miss  Collins.  Thank  you,  Mr.  Chairman. 

I  am  pleased  to  join  you  and  the  distinguished  members  of  this 
committee  as  we  conclude  the  series  of  oversight  hearings  on  the 
future  of  the  U.S.  Postal  Service.  I  would  also  like  to  take  this  op- 
portunity to  commend  you,  Mr.  Chairman,  for  your  diligence  and 
your  commitment  to  addressing  the  issues  of  automation,  fiscal  re- 
sponsibility, accountability,  diversity,  and  in  general,  the  overall  fu- 
ture as  it  relates  to  the  U.S.  Postal  Service  and  most  especially,  the 
Postal  Inspection  Service. 

Today  I  will  be  interested  in  hearing  the  Postal  Board  of  Gov- 
ernors' views  and  recommendations  on  how  the  U.S.  Postal  Service 
can  better  prepare  for  the  future.  It  deeply  troubles  me  when  I  con- 
tinue to  hear  from  mail  customers  around  the  country  that  postal 
services  in  general  seem  to  be  declining,  and  specifically  the  dis- 
satisfaction with  mail  delivery  services. 

Quite  frankly,  it  is  embarrassing  when  my  constituents  find  that 
I  am  a  subcommittee  Chair  of  Postal  Operations  and  Services  and 
their  mouths  drop  open  and  then  they  bombard  me  with  all  of  the 
problems  of  the  Postal  Service.  Therefore,  I  am  particularly  pleased 
that  the  Postal  Service  Board  of  Governors  are  with  us  today  and 
hopefully  will  share  with  this  committee  some  recommendations  for 
a  better  and  more  productive  future  Postal  Service, 

Thank  you,  Mr.  Chairman. 

Mr.  Clay.  Thank  you. 

Mr.  Boehlert. 
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Mr.  BOEHLERT.  Thank  you,  Mr.  Chairman. 

As  you  know,  I  have  been  an  unabashed  cheerleader  for  the  Post- 
al Service.  I  think  the  Postal  Service  does  a  lot  of  things  well,  more 
often  than  not.  I  think  it  represents  tens  of  thousands  of  very  dedi- 
cated people  who  perform  above  and  beyond  the  call  of  duty.  But 
I  must  admit,  my  faith  has  been  shaken  somewhat  by  a  letter  I  re- 
ceived today  from  the  Commissioner  of  Taxation  and  Finance  for 
the  State  of  New  York.  He  writes  to  me  to  point  out  a  little  experi- 
ence they  had.  It  is  not  very  flattering  to  the  Postal  Service. 

Usually  around  April  15 — we  all  know  that  date,  it  is  marked  on 
our  calendar— the  Department  of  Taxation  and  Finance  for  New 
York  State  receives  a  heavy  volume  of  certified  mail,  people  wait- 
ing until  the  last  minute  to  make  their  State  tax  payment.  This 
year  they  checked  and  they  discovered  that  volume  was  way  down 
and  they  couldn't  understand  it.  What  had  changed,  and  they 
checked  and  found  out  that  the  Postal  Service  was  holding  48,000 
certified  letters  with  checks  in  them  which  represent  $38  million 
in  revenue  owed  to  the  State  of  New  York  which  would  have  been 
deposited  immediately  and  would  have  began  earning  interest  at 
the  rate  of  $40,000  a  day,  so  there  is  some  dollars  and  cents  in- 
volved in  there,  and  in  the  Postal  Service,  the  local  center  told 
them  they  just  were  overwhelmed  and  they  couldn't  handle  the 
processing. 

Finally,  they  worked  out  an  arrangement  with  the  State  that  the 
State  came  and  took  the  48,000  pieces  of  mail  and  they  did  the 
processing  themselves.  That  may  be  an  isolated  incident.  As  a  mat- 
ter of  fact,  the  Commissioner  says  in  previous  years  it  has  not  been 
a  problem,  but  this  year  the  problem  was  there.  It  is  very  real  and 
it  is  very  costly,  and  moreover — and  I  can  understand  his  point  of 
view,  he  is  another  government  servant  at  the  State  level — he  says 
everybody  is  blaming  him  for  the  failure  to  process  in  a  timely 
manner  and  he  says  he  can't  process  something  he  doesn't  have. 

I  have  given  this  letter  and  other  details  to  staff  and  asked  them 
to  pursue  it  with  the  Postmaster  General.  While  I  don't  think— it 
would  be  fair  to  go  into  the  details  with  you,  the  Chairman  and 
Members  of  the  Board  of  Governors,  this  is  the  type  of  thing  that 
shakes  the  faith  of  those  of  us  who  are  unabashed  supporters  of  the 
U.S.  Postal  Service. 

So  I  thank  you,  Mr.  Chairman.  I  think  these  hearings  are  very 
important,  and  in  addition  to  some  heat,  they  have  shed  a  lot  of 
light. 

Thank  you. 

Mr.  Clay.  Thank  you. 

Mr.  Chairman,  your  statement  and  statements  of  any  other 
members  of  the  Board  of  Governors  will  be  inserted  in  the  record 
at  this  point,  and  you  may  proceed  as  you  see  fit. 

STATEMENT  OF  SAM  WINTERS,  CHAIRMAN  OF  THE  BOARD  OF 
GOVERNORS,  U.S.  POSTAL  SERVICE,  ACCOMPANIED  BY  GOV- 
ERNOR SUSAN  ALVARADO;  GOVERNOR  LEGREE  DANIELS; 
GOVERNOR  EINAR  DYHRKOPP;  GOVERNOR  NORMA  PACE; 
AND  GOVERNOR  ROBERT  SETRAKIAN 
Mr.  Winters.  Thank  you.  Thank  you,  Mr.  Chairman.  I  am  Sam 

Winters.  The  Governors  of  the  Postal  Service  honored  me  last  Jan- 
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uary  by  electing  me  chairman  of  the  Board  of  Governors  of  the  U.S. 
Postal  Service. 

With  me  today  are  Governors  Susan  Alvarado,  Legree  Daniels, 
Einar  Dyhrkopp,  Norma  Pace,  and  Robert  Setrakian.  As  you  know, 
Governor  Tirso  Del  Junco,  the  vice  chairman  of  the  Board,  and 
Governor  Bert  Mackie  are  not  with  us  today  because  they  had  con- 
flicts in  their  schedule. 

I  have  submitted  a  full  statement,  which  I  would  appreciate 
being  made  a  part  of  the  hearing  record.  In  the  interest  of  time, 
I  would  like  to  cover  only  certain  points  this  afternoon. 

The  Governors  have  followed  the  committee's  oversight  hearings 
closely  this  year.  To  date,  you  have  heard  a  variety  of  views  about 
the  Postal  Service's  ability  to  remain  competitive  and  financially 
viable  in  the  face  of  mounting  competition  and  rapid  change  in  in- 
formation technology. 

On  the  one  hand,  the  committee  has  heard  a  series  of  gloomy 
forecasts  and  conclusions,  that  the  Postal  Service  will  lose  the  race 
with  new  technology  and  will  be  left  in  the  future  with  little  busi- 
ness, and  the  most  expensive  business,  in  mail  communications. 
That  the  Postal  Service  is  walking  a  financial  tightrope,  struggling 
to  keep  its  balance  in  the  face  of  rising  costs  and  declining  equity, 
that  one  of  its  primary  avenues  to  higher  productivity,  automation, 
is  not  pajdng  the  dividends  we  expected. 

On  the  other  hand,  the  committee  has  also  heard  much  that  is 
positive,  not  just  from  postal  management,  but  also  from  some  of 
its  large  customers:  That  the  Postal  Service  is  becoming  more  cus- 
tomer focused  and  less  bureaucratic;  that  the  customer  satisfaction 
with  the  Postal  Service  remains  high,  with  89  percent  of  the  house- 
holds in  the  last  reporting  period  rating  their  mail  service  as  good, 
very  good  or  excellent;  that  the  fourth  year  of  rate  stability  has 
been  a  boon  to  the  mailing  industry,  saving  it  billions  of  dollars; 
it  has  meant  that  the  American  people  continue  to  enjoy  universal 
mail  service  that  is  the  lowest  priced  in  the  industrial  world;  and 
that  the  Postal  Service  does  have  a  direction  and  operating  plans 
to  improve  service,  to  keep  prices  within  inflation,  to  improve  our 
products  and  market  them  aggi'essively,  and  to  change  the  culture 
to  create  a  work  environment  conducive  to  employee  participation 
and  higher  productivity. 

The  contrast  between  these  views  reflects  the  complexity  of  the 
postal  world  today.  The  Postal  Service  is  experiencing  short-term 
strains  in  its  efforts  to  prepare  for  long-term  viability. 

We  know  that  this  committee  is  concerned  about  the  present  per- 
formance of  the  Postal  Service.  The  Governors  are  concerned  too. 
We  know  that  the  Postal  Service  doesn't  always  meet  your  high  ex- 
pectations. Nor  does  it  always  meet  ours.  But  we  recognize  that  the 
Postal  Service  is  in  a  period  of  transition,  having  completed  one  of 
the  largest  restructurings  of  a  Government  enterprise  ever  at- 
tempted. 

Like  many  of  the  organizations  in  the  country  that  have  gone 
through  streamlining,  the  Postal  Service  has  had  some  adjustment 
problems.  That  said,  let  me  respond  to  the  committee's  request  that 
we  address  Postal  Service  finances,  its  delivery  performance,  the 
performance  of  the  inspection  service  and  how  the  Postal  Service 
will  remain  financially  viable  and  competitive  in  the  future. 
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Financially,  the  budget,  which  is  in  this  fourth  year  of  stable 
rates,  calls  for  a  loss  of  about  $1.3  billion.  Revenues  and  costs  have 
both  been  running  higher  than  expected  this  year  and  the  losses 
could  reach  $2  billion.  However,  in  the  most  recent  accounting  pe- 
riod, we  were  $31  million  better  than  plan.  This  is  a  consistent 
trend  that  has  emerged  over  the  past  four  accounting  periods.  The 
gap  between  the  plan  and  the  performance  has  narrowed. 

Extraordinary  costs  of  the  severe  winter  and  other  natural  disas- 
ters such  as  the  earthquEikes  in  California  caused  some  of  the  addi- 
tional losses.  Most  of  the  rest  is  the  result  of  work  hours,  especially 
overtime,  exceeding  plan.  A  large  portion  of  the  board's  monthly 
meetings  is  devoted  to  reports  on  finances  and  operations,  espe- 
cially the  efforts  under  way  to  reduce  overtime  hours,  to  manage 
all  costs  better  and  to  get  the  savings  available  from  automation. 

Since  1987,  the  Governors  have  approved  investments  of  $2.6  bil- 
lion in  automation.  Management  estimates  that  another  $1.7  bil- 
lion will  be  required  to  complete  the  program.  Automation  is  ex- 
pected to  generate  cost  avoidance  of  $14.4  billion  through  the  year 
2005.  These  savings  are  important,  but  automation  alone  will  not 
stem  inflation  in  postal  costs. 

Nonetheless,  it  is  simply  incorrect  to  say  that  we  are  not  receiv- 
ing benefits  from  automation.  Since  1989,  the  amount  of  mail  proc- 
essed on  automated  equipment  has  increased  from  42  percent  to  66 
percent.  Work  hours  in  functions  impacted  by  automation  in  1993 
were  9  percent  below  their  1989  level,  even  though  work  load  in- 
creased 6.7  percent  during  that  period.  In  other  words,  we  are  re- 
straining growth  in  the  cost  of  processing  mail.  And,  if  we  didn't 
have  automation,  our  costs  would  be  $400  million  higher  than  they 
are  at  present. 

Management  has  experienced  some  problems  recently  in  sustain- 
ing the  momentum  necessary  to  maximize  these  savings,  but  the 
Governors  expect  the  program  to  get  back  on  track  as  savings  in 
carrier  operations  accelerate  with  further  deployment  of  equip- 
ment. 

The  Governors  have  been  monitoring  the  current  financial  per- 
formance. We  do  not  believe  that  it  is  necessary  to  adjust  the  reve- 
nue requirement  for  the  present  rate  case. 

The  Governors  began  reviewing  financial  projections  and  rate  in- 
formation last  August.  At  every  meeting,  the  presentations  were  in 
great  detail.  Hard  questions  were  asked  regarding  the  various  rate 
levels  and  their  effects  on  volume.  We  sought  and  received  coun- 
sel's opinion  that  the  10.3-percent  across-the-board  rate  adjust- 
ments complied  with  the  Postal  Reorganization  Act.  The  Governors 
realized  that  the  10.3-percent  increase  was  an  ambitious  goal,  that 
it  would  have  a  positive  effect  on  mail  volumes,  and  that  it  would 
challenge  the  employees  of  the  Postal  Service  to  perform. 

If  our  projected  loss  does,  in  fact,  reach  $2  billion,  the  solvency 
of  the  Postal  Service  will  not  be  affected.  Except  for  September  30 
in  fiscal  year  1994,  we  will  have  invested  cash  balances  between 
$3  billion  and  five  and  a  half  billion  dollars.  Our  liquidity  is  strong. 

The  Governors  are  committed  to  the  10.3  percent  increase  and 
we  are  hopeful  for  a  January  or  February  1995  implementation.  A 
January  implementation  of  the  rates  would  produce  about  three 
and  a  half  billion  dollars  in  additional  income.  To  revise  the  rate 
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case  at  this  time  would  probably  delay  implementing  those  needed 
rate  adjustments  and  would  be  financially  unwise. 

In  sum,  the  10.3  percent  increase  is  responsive  to  our  customers. 
They  by  and  large  are  supporting  it.  We  remain  committed  to  it. 

Let  me  also  speak  briefly  and  touch  on  the  matter  of  restoring 
the  Postal  Service's  equity.  For  over  many  years,  the  equity  in  the 
Postal  Service  has  fluctuated  to  meet  the  mandate,  the  break  even 
over  time.  In  the  past  6  years,  the  increase  in  negative  equity  has 
reflected  several  developments.  At  the  end  of  1993  the  Postal  Serv- 
ice had  booked,  but  not  yet  recovered  in  rates,  the  following 
amounts:  $2.7  billion  for  OBRAs,  $0.3  billion  from  revenue  fore- 
gone, $1.1  billion  for  restructuring  costs  and  $0.5  billion  for  refi- 
nancing costs.  In  other  words,  $4.6  billion  of  the  $5  biUion  in  nega- 
tive equity  was  caused  by  charges  that  will  be  recovered  through 
the  prior  year  loss  mechanism  as  in  the  1994  rate  case. 

We  don't  believe  that  this  should  be  a  cause  for  criticism,  because 
in  each  case  the  charges  occurred  with  the  full  knowledge  that  the 
recovery  would  take  place  over  9  years. 

Service  performance  too  has  been  of  concern  to  the  Governors. 
Unquestionably,  the  harsh  winter  took  its  toll,  but  the  Governors 
expect  management  to  thaw  out  any  lingering  freezes  in  the  mail 
stream.  Winter  is  behind  us. 

In  the  areas  of  critical  need,  including  Chicago,  Washington,  DC, 
and  New  York,  strong  actions  are  being  taken  to  improve  service. 
The  Governors  were  outraged  about  the  state  of  service  in  Chicago. 
We  are  receiving  monthly  reports  on  progress  to  turn  this  situation 
around.  A  team  of  experienced  postal  people  from  around  the  coun- 
try has  been  placed  on  the  site  and  they  are  working  with  the  Chi- 
cago management  and  employees  to  solve  service  deficiencies. 
Three  top  executives  in  Chicago  were  reassigned  and  new  leader- 
ship with  a  proven  record  of  success  brought  in. 

Longer  term  developments  will  come  from  the  investment  in  new 
or  expanded  buildings  and  equipment  and  vehicles  that  the  Gov- 
ernors have  approved  since  1987.  This  includes  about  $669  million 
for  new  post  offices,  about  $9  million  for  building  improvements, 
lobby  renovations,  handicapped  accessibility,  and  energy  efficiency 
projects.  We  have  also  spent  about  $78  million  for  automation  of 
mail  processing  and  retail  operations  in  Chicago,  and  another  $52 
million  for  vehicles. 

In  New  York  City,  service  problems  have  resulted  from  the  start- 
up of  the  new  Morgan  General  Mail  Facility  are  being  resolved.  A 
cross-functional  operations  review  team  has  been  assisting  the  op- 
erations staff  at  the  new  facility  in  improving  mail  flows. 

In  the  Bronx,  operations  that  were  previously  moved  out  of  the 
facility  and  that  contributed  to  negative  service  perceptions  by  the 
borough's  residents  have  been  restored,  and  in  Washington  DC,  a 
metro  area  plan  has  been  established  to  make  this  area  a  top  per- 
former. Plans  are  being  implemented  to  increase  the  level  of  coordi- 
nation among  the  managers  in  Maryland,  Northern  Virginia,  and 
Washington,  DC.  Deficiencies  in  basic  delivery  and  collection  oper- 
ations are  being  corrected. 

Looking  at  the  bigger  picture,  the  Governors  have  approved  sig- 
nificant investment  in  infrastructure  and  equipment  to  insure  that 
the  Postal  Service  is  capable  of  meeting  its  service  commitments. 
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In  October  we  approved  a  $9.1  billion  5-year  capital  investment 
plan.  The  plan  includes  $3.8  billion  for  new  or  upgraded  facilities, 
§3.6  billion  for  automation  and  mechanization  and  almost  half  a 
billion  dollars  in  new  vending  and  other  retail  equipment  intended 
to  make  it  easier  to  do  business  with  the  Postal  Service. 

In  the  past  5  years,  commitments  of  $5.3  billion  were  made  for 
66  major  facilities,  57  of  which  have  been  completed.  A  total  of  608 
smaller  facility  projects  also  were  completed  and  79  were  in 
progress  when  the  present  fiscal  year  began. 

In  that  same  period,  we  spent  $2.2  billion  for  mail  processing 
equipment,  $1.02  billion  for  vehicles,  $146  million  for  retail  equip- 
ment, and  $804  million  for  postal  support  equipment. 

The  Governors  also  have  moved  this  year  to  increase  the  sound- 
ness of  our  capital  investment  review  process.  We  established  a 
Board  committee  which  has  completed  a  comprehensive  review  and 
recommended  a  number  of  changes  that  management  will  be  imple- 
menting. The  recommendations  include  improvements  in  both  the 
review  process  and  in  accountability  of  management.  The  commit- 
tee is  now  monitoring  implementation  of  the  changes. 

Now  let  me  speak,  Mr.  Chairman,  to  the  future.  The  Governors 
do  not  subscribe  to  the  view  that  the  Postal  Service  is  doomed  by 
the  new  and  emerging  information  technologies.  The  communica- 
tions that  the  Postal  Service  carries— bills,  payments,  correspond- 
ence, magazines,  newspapers,  books,  and  merchandise — are  essen- 
tial to  the  economic  health  and  social  vitality  of  our  Nation.  That 
is,  of  course,  the  central  reason  that  quality  mail  service  is  impor- 
tant to  the  American  people. 

We  do  not  argue  with  the  fact  that  both  low-technology  and  high- 
technology  competition  is  cutting  into  our  market  share  in  each  of 
these  areas  today.  We  know  that  the  construction  of  the  electronic 
highway  will  occur,  but  when  it  will  be  completed  is  uncertain. 

The  Postal  Service  is  experiencing  growth  in  total  mail  volume, 
and  we  believe  that  it  will  continue  to  grow  for  the  foreseeable  fu- 
ture, although  the  rate  of  growth  may  slow. 

Electronic  alternatives  to  mail  have  had  an  impact  on  business 
to  business  mail,  but  that  has  been  offset  by  growth  in  business  to 
consumer  mail.  It  is  highly  unlikely  that  our  customers'  need  for 
mail  and  some  preference  for  some  paper  communications  will  be 
replaced  as  the  21st  century  dawns.  Far  more  likely  is  that  the 
American  people  will  continue  to  have  what  we  have  today:  a  hy- 
brid system  of  communications  that  is  part  electronic  and  part 
hard-copy  mail. 

This  is  true  also  of  merchandise.  Nobody  has  found  the  means 
to  deliver  merchandise,  credit  cards,  or  other  physical  products 
electronically.  There  will  be  a  role  for  hard-copy  mail  in  the  future. 

Mr.  Chairman,  projecting  where  the  Postal  Service  will  be  in  10 
years  from  now  is  not  an  exact  science.  A  lot  depends  on  the  ap- 
proaches to  the  policy  that  the  administration,  the  Governors,  and 
the  Congress  choose  to  explore. 

We  want  the  Postal  Service  to  be  a  "supplier  of  first  resort"  that 
provides  communications  products  and  services  that  meet  the 
needs  of  its  customers.  But  there  has  to  be  a  role  in  these  new 
technologies  for  the  Postal  Service.  We  are  working  to  determine 
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what  that  role  is  with  an  eye  on  our  mission  of  binding  the  Nation 
together  and  on  improving  service. 

After  I  was  elected  Chairman,  the  Board  of  (Governors  created  a 
strategic  planning  committee  at  my  request.  I  appointed  myself  as 
Chair,  and  two  former  Chairmen  of  the  Board  of  Governors,  as  well 
as  the  Postmaster  General,  serve  as  its  members.  The  purpose  of 
the  committee  is  to  focus  attention  on  the  future  of  the  Postal  Serv- 
ice within  an  environment  of  changing  technology  and  increasing 
competition  and  to  evaluate  the  core  policy  changes  that  will  be  re- 
quired for  a  vital  Postal  Service  into  the  next  century. 

At  the  same  time,  the  Governors  are  committed  to  maintaining 
a  first  class,  hard  copy  and  merchandise  delivery  network.  We  be- 
lieve moving  forward  quickly  with  the  much  discussed  case  to  sim- 
plify our  mail  classification  system  is  critical.  We  are  pleased  that 
the  Postal  Rate  Commission  Chairman  testified  that  revisiting  the 
rate  making  reform  is  on  the  PRC's  agenda. 

We  agree  that  the  Governors,  postal  management  and  rate  com- 
missioners ought  to  be  looking  at  every  possible  avenue  of  increas- 
ing the  flexibility  of  the  Postal  Service  so  that  it  can  respond  more 
quickly  to  the  marketplace  and  to  the  needs  of  its  customers. 

Let  me  conclude,  Mr.  Chairman,  with  a  short  view  of  the 
progress  we  made  to  date  on  a  number  of  concerns  the  committee 
raised  just  a  year  ago.  The  Postal  Service  has  made  progress  in  the 
areas  of  diversity,  affirmative  employment  and  minority  contract- 
ing. Serious  efforts  are  under  way  to  prevent  violence  in  the  work- 
place and  to  improve  employee  security. 

You  were  also  dismayed  about  the  investigative  procedures  of  the 
Postal  Inspection  Service.  The  Grovemors  are  certainly  aware  of 
and  disturbed  about  the  incidents  that  occurred  in  Cleveland  in 
which  innocent  postal  employees  were  wrongly  accused.  We  were 
also  aware  of  the  questions  that  have  arisen  about  the  investiga- 
tions in  West  Palm  Beach,  Los  Angeles  and  other  cities.  Concern 
for  the  people  who  were  impacted  by  these  events  has  been  high 
on  the  Governors'  agenda. 

We  are  pleased  that,  to  the  extent  possible,  all  employees  in  the 
Cleveland  incident  have  received  back  pay  and  have  been  reim- 
bursed for  their  legal  fees.  The  cases  of  the  three  former  employees 
at  West  Palm  Beach  are  scheduled  to  be  reviewed  by  an  appro- 
priate team  at  headquarters  this  Friday,  and  the  Inspection  Serv- 
ice is  reviewing  other  cases  to  assure  that  no  other  employees  have 
been  wronged. 

The  Chief  Inspector  also  testified  about  the  Inspection  Service's 
self  initiated  reforms  which  are  already  under  way.  We  consider 
these  reforms  to  be  appropriate. 

We  also  are  pleased  that  steps  are  being  taken  to  assure  that  all 
postal  inspectors  are  properly  trained.  Included  in  this  preparation 
will  be  2  weeks  of  in-service  training  conducted  with  the  DEA  for 
inspectors  involving  employee  narcotic  investigations. 

I  want  to  be  clear  that  the  Governors  have  received  regular  brief- 
ings on  these  matters  since  they  came  to  light  last  year. 

Finally,  Mr.  Chairman,  the  committee  was  also  concerned  that  a 
Government  relations  function  be  reestablished  as  a  separate  de- 
partment to  help  restore  the  traditionally  close  relationship  be- 
tween the  committee  and  postal  management.  This  has  been  done. 
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Clearly,  the  relationship  with  you  is  critical  if  we  are,  collec- 
tively, to  meet  the  issues  affecting  the  future  of  the  Postal  Service 
head  on.  The  Governors  are  committed  to  do  their  part. 

Thank  you  very  much,  Mr.  Chairman.  That  concludes  my  state- 
ment. 

[The  prepared  Statement  of  Mr.  Winters  follows:] 

Prepared  Statement  of  Sam  Winters,  Chairman  of  the  Board  of  Governors, 
U.S.  Postal  Service 

Thank  you,  Mr.  Chairman.  I  am  Sam  Winters,  Chairman  of  the  Board  of  Gov- 
ernors of  the  United  States  Postal  Service. 

With  me  today  are  Governors  Susan  Alvarado,  Legree  Daniels,  Einar  Dyhrkopp, 
Norma  Pace,  and  Robert  Setrakian.  As  you  know,  Governor  Tirso  Del  Junco,  the 
Vice-Chairman  of  the  Board,  and  Governor  Bert  Mackie  are  not  here  today  because 
they  had  conflicts  in  their  schedules. 

The  Governors  have  followed  the  Committee's  oversight  hearings  closely  this  year. 
To  date,  you  have  heard  a  variety  of  views  about  the  Postal  Service's  ability  to  re- 
main competitive  and  financially  viable  in  the  face  of  mounting  competition  and 
rapid  changes  in  information  technology. 

On  the  one  hand,  the  Committee  has  heard  a  series  of  gloomy  forecasts  and  con- 
clusions: That  the  Postal  Service  will  lose  the  race  with  new  technologies  and  will 
be  left  in  the  fiitiu-e  with  little  business — and  the  most  expensive  business — in  mail 
communications;  that  the  Postal  Service  is  walking  a  financial  tightrope— struggling 
to  keep  its  balance  in  the  face  of  rising  costs  and  declining  equity;  and,  that  one 
of  its  primary  avenues  to  higher  productivity — automation — is  not  paying  the  divi- 
dends we  expected. 

On  the  other  hand,  the  Committee  also  has  heard  much  that  is  positive— not  just 
from  postal  management,  but  also  from  some  of  its  large  customers:  That  the  Postal 
Service  is  becoming  more  customer  focused  and  less  bureaucratic;  that  customer  sat- 
isfaction with  the  Postal  Service  remains  high— with  89  percent  of  the  households 
independently  surveyed  in  the  last  reporting  period  of  December  to  February  rating 
their  mail  service  as  good,  very  good,  or  excellent;  that  the  fourth  year  of  rate  stabil- 
ity has  been  a  boon  to  the  mailing  industry — saving  it  billions  of  dollars.  And,  it 
has  meant  that  the  American  people  continue  to  enjoy  universal  mail  service  that 
is  the  lowest  priced  in  the  industrial  world;  and,  that  the  Postal  Service  does  have 
a  direction  and  operating  plans  to  improve  service,  to  keep  prices  within  inflation, 
to  improve  our  products  and  market  them  aggressively,  and  to  change  the  culture 
to  create  a  work  environment  conductive  to  employee  participation  and  higher  pro- 
ductivity. 

The  contract  between  these  views  reflects  the  complexity  of  the  postal  world 
today.  The  Postal  Service  is  experiencing  short-term  strains  in  its  efforts  to  prepare 
for  long-term  viabiUty. 

PERIOD  OF  transition 

We  know  that  the  Committee  is  concerned  about  the  present  performance  of  the 
Postal  Service.  The  Governors  are  concerned,  too.  We  know  that  the  Postal  Service 
doesn't  always  meet  your  high  expectations.  Nor  does  it  always  meet  ours. 

But  we  recognize  that  the  Postal  Service  is  in  a  period  of  transition,  having  com- 
pleted one  of  the  largest  restructurings  of  a  government  enterprise  ever  attempted. 
Like  many  of  the  organizations  in  the  country  that  have  gone  through  streamlining, 
the  Postal  Service  has  had  some  adjustment  problems. 

In  a  speech  last  October,  Secretary  of  Labor  Robert  Reich  cited  some  statistics  de- 
veloped by  a  consulting  firm  called  the  Wyatt  Group.  Mr.  Reich  noted  that  a  study 
of  531  firms  who  had  downsized  revealed  the  following:  85  percent  sought  higher 
profits;  only  46  percent  earned  them;  58  percent  expected  higher  productivity;  just 
34  percent  experienced  it;  61  percent  sought  improved  customer  service;  33  percent 
achieved  it;  and,  all  reported  some  strains  on  performance  due  to  the  loss  of  experi- 
enced people.  .    . 

Clearly,  the  Postal  Service's  experience  over  the  past  two  years  has  been  similar 
to  that  of  other  large  companies.  The  Postal  Service's  financial  and  service  perform- 
ance goals  for  the  present  year  are  aggressive.  Frankly,  the  Governors  are  dis- 
appointed that  the  Postal  Service  probably  will  not  meet  its  plan. 

That  said,  let  me  respond  to  the  Committee's  request  that  we  address  Postal  Serv- 
ice finances,  its  delivery  performance,  the  performance  of  the  Inspection  Service, 
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and  how  the  Postal  Service  will  remain  financially  viable  and  competitive  in  the  fu- 
ture. 


Financially,  the  budget  in  this  fourth  year  of  stable  rates  calls  for  a  loss  of  about 
$1.3  billion.  Revenues  and  costs  have  both  been  running  higher  than  expected  this 
year,  and  the  losses  could  reach  $2  billion.  However,  in  the  most  recent  accounting 
period,  we  were  $31  million  better  than  plan.  This  is  a  consistent  trend  that  has 
emerged  over  the  past  four  accounting  periods.  The  gap  between  plan  and  perform- 
ance has  narrowed. 

Extraordinary  costs  of  the  severe  winter  and  other  natural  disasters  such  as  the 
earthquakes  in  California  caused  some  of  the  additional  losses.  Most  of  the  rest  is 
the  result  of  workhours,  especially  overtime,  exceeding  plan.  A  large  portion  of  the 
Board's  monthly  meetings  is  devoted  to  reports  on  finances  and  operations,  espe- 
cially the  efforts  underway  to  reduce  overtime  hours,  to  manage  all  costs  better,  and 
to  get  the  savings  available  from  automation. 

AUTOMATION 

The  latter  point — savings  from  automation — is  one  aspect  of  our  cost  containment 
efforts  that  has  been  questioned  in  the  record  of  these  hearings.  Since  1987,  the 
Governors  have  approved  investments  of  $2.6  billion  in  automation.  Management 
estimates  that  another  $1.7  billion  will  be  required  to  complete  the  program.  Auto- 
mation is  expected  to  generate  cost  avoidance  of  $14.4  billion  through  the  year  2005. 

These  savings  are  important,  but  automation  alone  will  not  stem  inflation  in  post- 
al costs.  Nonetheless,  it  is  simply  incorrect  to  say  that  we  are  not  receiving  benefits 
from  automation.  Since  1989,  the  amount  of  mail  processed  on  automated  equip- 
ment has  increased  from  42  percent  to  66  percent.  Work  hours  in  functions  im- 
pacted by  automation  in  1993  were  nine  percent  below  their  1989  level,  even  though 
work  load  increased  6.7  percent  during  that  period.  In  other  words,  we  are  restrain- 
ing growth  in  the  cost  of  processing  mail.  And,  if  we  were  using  mechanized  letter 
sorting  machines  to  process  the  mail  currently  being  handled  with  automation,  ovir 
costs  would  be  $400  million  higher  than  they  are  at  present. 

Management  has  experienced  some  problems  recently  in  sustaining  the  momen- 
tum necessary  to  maximize  these  savings,  but  the  Governors  expect  the  program  to 
get  back  on  track  as  savings  in  carrier  operations  accelerate  with  further  deploy- 
ment of  equipment. 

RATE  CASE 

The  Governors  have  been  monitoring  the  current  financial  performance.  We  do 
not  believe  that  it  is  necessary  to  adjust  the  revenue  requirement  in  the  present 
rate  case. 

The  Governors  began  reviewing  financial  projections  and  rate  information  last  Au- 
gust. At  every  meeting,  the  presentations  were  in  detail.  Hard  questions  were  asked 
regarding  various  rate  levels  and  their  effects  on  volume.  We  sought  and  received 
counsel's  opinion  that  the  10.3  percent  across  the  board  rate  adjustments  complied 
with  the  Postal  Reorganization  Act.  The  Governors  realized  that  the  10.3  percent 
increase  was  an  ambitious  goal,  that  it  would  have  a  positive  effect  on  mail  volumes, 
and  that  it  would  challenge  the  employees  of  the  Postal  Service  to  perform. 

If  our  projected  loss  does,  in  fact,  reach  $2  billion,  the  solvency  of  the  Postal  Ser\'- 
ice  will  not  be  affected.  We  will  have  invested  cash  balances  between  $3  billion  and 
$5.5  billion.  Our  liquidity  is  strong.  The  Governors  are  committed  to  the  10.3  per- 
cent increase,  and  we  are  hopeful  for  a  January  1995  implementation.  A  January 
implementation  of  the  rates  would  produce  about  $3.5  -billion  in  additional  income. 
To  revise  the  case  would  probably  delay  implementing  these  needed  rate  adjust- 
ments, and  would  be  financially  unwise. 

In  sum,  the  10.3  percent  increase  is  responsive  to  our  customers.  They  are  sup- 
porting it.  We  remain  committed  to  it. 

EQUITY 

Let  me  also  briefly  touch  on  the  matter  of  restoring  the  Postal  Service's  equity. 
The  Postal  Service  is  facing  a  delicate  balancing  act.  It  has  committed  to  absorbing 
existing  OBRAs  and  the  recent  compromise  for  reducing  revenue  forgone  appropria- 
tions at  a  time  that  it  also  has  committed  to  keep  its  rates  within  inflation — or 
below  inflation. 

Over  many  years,  the  net  equity  of  the  Postal  Service  has  fluctuated  to  meet  the 
mandate  to  break  even  over  time.  In  the  past  six  years,  the  increase  in  negative 
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equity  has  reflected  several  developments.  As  the  end  of  1993,  the  Postal  Service 
had  booked — but  not  yet  recovered  in  rates — the  following  amounts:  $2.7  billion  for 
OBRAs;  $0.3  bilhon  from  revenue  forgone;  $1.1  biUion  for  restructuring  costs;  and, 
$0.5  billion  for  refinancing  of  debt. 

In  other  words,  $4.6  billion  of  the  $5  billion  in  negative  equity  was  caused  by 
charges  that  will  be  recovered  through  the  prior  year  loss  mechanism  as  in  the  1994 
rate  case.  This  should  not  be  a  cause  for  criticism,  because  in  each  case,  the  charges 
occurred  with  the  full  knowledge  that  their  recovery  would  take  place  over  nine 
years. 

SERVICE 

Service  performance,  too,  has  been  of  concern  to  the  Governors.  Unquestionably, 
the  harsh  winter  took  its  toll.  But  the  Governors  expect  management  to  thaw  out 
any  lingering  freezes  in  the  mailstream.  Winter  is  behind  us. 

In  areas  of  critical  need — including  Chicago,  New  York,  and  Washington,  DC — 
strong  actions  are  being  taken  to  improve  service. 

The  Governors  were  outraged  about  the  state  of  service  in  Chicago.  We  are  receiv- 
ing monthly  reports  on  progress  to  turn  this  situation  around.  A  team  of  experi- 
enced postal  people  from  around  the  country  has  been  placed  on  site,  and  they  are 
working  with  the  Chicago  management  and  employees  to  solve  service  deficiencies. 
Three  top  executives  in  Chicago  were  reassigned,  and  new  leadership  with  a  proven 
record  of  success  brought  in. 

Longer  term  improvements  will  come  from  the  investments  in  new  or  expanded 
buildings  and  equipment  and  vehicles  that  the  Governors  have  approved  since  1987. 
This  includes  $287  million  for  the  new  Chicago  Post  Office;  $43  million  for  the 
South  Suburban  facility,  $34  million  for  the  Bulk  Mail  Center,  $49  milhon  for  Fox 
Valley,  almost  $80  milhon  for  Palatine,  $95  million  for  Carol  Stream  and  $81  mil- 
lion for  Irving  Park. 

In  addition,  about  $9  million  has  been  spent  in  Chicago  in  the  past  five  years  on 
building  improvements,  lobby  renovations,  handicap  accessibility,  and  energy  effi- 
ciency projects.  We  also  have  spent  about  $78  miUion  for  automation  of  mail  proc- 
essing and  retail  operations  in  Chicago  and  another  $52  million  for  vehicles. 

In  New  York  City,  service  problems  that  resulted  from  the  start  up  of  the  new 
Morgan  General  Mail  Facility  are  being  resolved.  A  cross-functional  operations  re- 
view team  has  been  assisting  the  operations  staff"  at  the  new  facility  in  improving 
mail  flows.  In  the  Bronx,  operations  that  were  previously  moved  out  of  the  facility 
and  that  contributed  to  negative  service  perceptions  by  the  borough's  residents  have 
been  restored.  ,       i.  • 

And  in  Washington,  DC,  a  metro  area  plan  has  been  established  to  make  this 
area  a  top  performer.  Plans  are  being  implemented  to  increase  the  level  of  coordina- 
tion among  the  managers  in  Maryland,  Northern  Virginia,  and  Washington,  D.C. 
Deficiencies  in  basic  delivery  and  collection  operations  are  being  corrected. 

Updated  material  handUng  systems  and  dock  expansion  at  Washington,  D.C, 
Southern  Maryland,  and  Northern  Virginia  are  planned.  So  are  remote  bar  coding 
sites  to  support  the  Washington/Baltimore  metro  processing  sites.  And  long  range 
plans  include  a  new  facility  for  the  National  Airport  mail  center. 

In  Southern  Maryland,  efforts  are  underway  to  improve  complaint  handling  and 
the  consistency  of  delivery  times.  The  lobby  service  in  five  minutes  or  less  program 
is  being  implemented.  And,  five  customer  service  councils  throughout  the  Southern 
Maryland  area  also  are  being  established  to  provide  counsel  to  local  management. 

CAPITAL  INVESTMENT 

In  looking  at  the  bigger  picture,  the  Governors  have  approved  significant  invest- 
ments in  infrastructure  and  equipment  to  assure  that  the  Postal  Service  is  capable 
of  meeting  its  service  commitments.  In  October,  we  approved  a  $9. 1  billion,  five-year 
capital  investment  plan.  The  plan  includes  $3.8  billion  for  new  or  upgraded  facih- 
ties,  $3.6  billion  for  automation  and  mechanization,  and  almost  a  half  billion  dollars 
in  new  vending  and  other  retail  equipment  intended  to  make  it  easier  to  do  business 
with  the  Postal  Service. 

In  the  past  five  years,  commitments  of  $5.3  biUion  dollars  were  made  for  66  major 
facilities,  57  of  which  have  been  completed.  An  additional  608  smaller  facility 
projects  were  completed,  and  79  were  in  progress  when  the  present  fiscal  year 
began.  In  that  same  period,  we  spent  $2.2  billion  for  mail  processing  equipment, 
$1.02  billion  for  vehicles,  $146  milhon  for  retail  equipment,  and  $804  milhon  for 
postal  support  equipment. 

The  Governors  also  have  moved  this  year  to  increase  the  soundness  of  our  capital 
investment  review  process.  We  established  a  Board  committee  which  has  completed 
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a  comprehensive  review  and  recommended  a  number  of  changes  that  management 
will  be  implementing.  The  recommendations  include  improvements  in  both  the  re- 
view process  and  in  accountability  of  management.  The  committee  is  now  monitor- 
ing implementation  of  the  changes. 

THE  FUTURE 

Now,  Mr.  Chairman,  let  me  speak  to  the  future.  The  Governors  do  not  subscribe 
to  the  view  that  the  Postal  Service  is  doomed  by  the  new  emerging  information  tech- 
nologies. 

The  communications  that  the  Postal  Service  carries — bills,  pa3Tnents,  correspond- 
ence, magazines,  newspapers,  books,  and  merchandise — are  essential  to  the  eco- 
nomic health  and  social  vitality  of  our  nation.  That  is,  of  course,  the  central  reason 
that  quality  mail  service  is  important  to  the  American  people. 

We  do  not  argue  with  the  fact  that  both  low  tech  and  high  tech  competition  is 
cutting  into  our  market  share  in  each  of  these  areas  today.  We  know  that  the  con- 
struction of  the  electronic  highway  will  occur,  but  when  it  will  be  completed  is  un- 
certain. 

The  Postal  Service  is  experiencing  growth  in  total  mail  volume,  and  we  believe 
that  it  will  continue  to  grow  for  the  foreseeable  future,  although  the  rate  of  growth 
may  slow. 

Electronic  alternatives  to  mail  have  had  an  impact  on  business  to  business  mail, 
but  that  has  been  offset  by  growth  in  business  to  consumer  mail.  And,  although  this 
latter  segment  is  being  targeted  by  interactive  and  a  host  of  other  electronic  alter- 
natives, it  is  highly  uiSikely  that  our  customers'  need  for  mail  service  or  preference 
for  some  paper  communications  will  be  replaced  in  this  segment  as  the  21st  Century 
dawns. 

Far  more  likely  is  that  the  American  people  will  continue  to  have  what  we  have 
today — a  hybrid  system  of  communications  that  is  part  electronic  and  part  hard 
copy  mail.  This  is  true  also  of  merchandise.  Nobody  has  found  the  means  to  deliver 
merchandise,  credit  cards,  or  many  other  physical  products  electronically.  There  will 
be  a  role  for  hard-copy  mail  in  the  future. 

Therefore,  projecting  where  the  Postal  Service  will  be  in  the  communications  in- 
dustry 10  years  from  now — a  subject  the  Committee  asked  us  to  address — is  not  an 
exact  science.  A  lot  depends  on  the  approaches  to  policy  that  the  Administration, 
the  Governors  and  the  Congress  choose  to  explore. 

We  want  the  Postal  Service  to  be  a  "supplier  of  first  resort"  that  provides  com:mu- 
nications  products  and  services  that  meet  the  needs  of  its  customers.  There  has  to 
be  a  role  in  these  new  communications  technologies  for  the  Postal  Service.  We  are 
working  to  determine  what  that  role  is  with  an  eye  on  our  mission  of  binding  the 
nation  together  and  on  improving  service. 

After  I  was  elected  Chairman,  the  Board  of  Governors  created  a  strategic  plan- 
ning committee  at  my  request.  I  appointed  myself  as  chair,  and  two  former  chair- 
men of  the  Board  of  Governors  as  well  as  the  Postmaster  General  serve  as  members. 
The  purpose  of  the  committee  is  to  focus  attention  on  the  future  of  the  Postal  Serv- 
ice within  an  environment  of  changing  technology  and  increasing  competition  and 
to  evaluate  core  policy  changes  that  will  be  required  for  a  vital  Postal  Service  into 
the  next  century. 

At  the  same  time,  the  Governors  are  committed  to  maintaining  a  first-class  hard 
copy  and  merchandise  deliver^'  network.  We  believe  moving  forward  quickly  with 
the  much-discussed  case  to  simplify  our  mail  classification  system  is  critical.  And, 
we  were  pleased  that  the  Postal  Rate  Commissioner  Chairman  testified  that  revisit- 
ing ratemaldng  reform  is  on  the  PRC's  agenda.  We  agree  that  the  Governors,  postal 
management,  and  the  Rate  Commissioners  ought  to  be  looking  at  every  possible  av- 
enue for  increasing  the  flexibility  the  Postal  Service  has  so  that  it  can  respond  more 
quickly  to  the  marketplace  and  to  the  needs  of  its  customers. 

Finally,  Mr.  Chairman,  last  year  the  Committee  raised  a  number  of  concerns  with 
the  Governors.  AU  of  us  were  in  office  at  that  time,  except  Governor  Dyhrkopp.  I 
would  Like  to  conclude  by  addressing  the  progress  we  have  made  in  four  of  your 
areas  of  concern. 

DIVERSITY 

You  were  concerned  with  diversity  following  postal  restructuring.  The  Governors 
are  committed  to  diversity,  and  we  have  made  it  known  to  management.  We  receive 
regular  reports  on  activities  related  to  diversity  and  will  continue  to  do  so. 

Minority  employment  has  increased  by  15  percent  at  headquarters  and  by  7  per- 
cent overall  in  the  Postal  Service  since  last  year's  oversight  hearing.  In  the  field 
management  ranks,  there  are  20  area  managers.  Seven  are  white  males,  and  six 
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are  black  males.  There  are  two  white  and  two  black  females.  There  are  two  His- 
panics,  one  male  and  one  female.  There  are  two  male  Asian  Pacific  Islanders.  In 
the  districts,  plants  and  25  largest  post  offices,  more  a  third  of  the  managers  are 
minorities — with  26.2  percent  being  black  and  6.1  percent  being  Hispanic. 

The  Postal  Service's  Affirmative  Employment  Plan  is  being  developed  with  the 
Equal  Emplojonent  Opportunity  Commission.  The  estimated  completion  date  is 
within  the  next  60  days. 

Gains  have  been  made  in  supplier  diversity,  as  well.  The  Postal  Service  has  be- 
come a  member  of  the  National  Minority  Supplier  Development  Council,  which  has 
a  national  database  of  16,000  minority-owned  companies  nationwide.  Minority  busi- 
ness enterprises  have  received  5.65  percent  of  all  contract  dollars  so  far  in  1994, 
a  two-percent  increase  over  last  year.  Those  contracts  had  a  total  value  of  $51.9  mil- 
lion. Woman-owned  businesses  have  received  about  four  percent  of  all  contract  dol- 
lars to  date  in  1994,  with  a  value  of  almost  $37  million.  We  want  these  percentages 
to  increase. 

To  that  end,  the  Diversity  Development,  Purchasing,  Facilities  and  area  and  dis- 
trict management  recently  completed  the  latest  of  a  series  of  Minority  Vendor  Con- 
ferences. This  conference,  which  was  held  in  Atlanta  and  attracted  more  than  100 
minority  suppliers  from  Georgia  and  Alabama,  provided  information  about  our  con- 
tracting and  purchasing  efforts,  and  it  provided  a  networking  opportunity  among 
prime  suppliers,  minority  vendors,  and  Postal  Service  buyers. 

Over  the  past  several  months,  similar  conferences  have  been  held  previously  in 
the  District  of  Columbia,  Memphis,  and  Baltimore.  These  conferences  are  part  of  a 
proactive  supplier  diversity  outreach  program.  The  Postal  Service's  overall  program 
has  been  praised  by  Reginald  T.  Williams,  a  nationally-recognized  authority  in  sup- 
plier diversity  and,  I  understand,  a  consultant  to  several  Fortune  500  companies 
and  an  advisor  to  key  members  of  Congress  on  minority  business  issues. 

SECURITY 

You  also  expressed  concerns  about  employee  security  last  year.  The  Governors  are 
absolutely  committed  to  that,  and  management  action  is  being  taken. 

The  Committee  on  Violence  in  the  Workplace,  which  involves  both  management 
and  labor,  meets  regularly.  They  had  established  a  national  intervention  team  to 
respond  in  areas  of  high  tension. 

The  Inspection  Service  has  increased  hours  devoted  to  investigation  of  assaults 
and  threats — by  152  percent  from  1991  to  1993.  A  24-hour  Postal  Service  crime  hot- 
line is  operating.  The  Employee  Assistance  Program  has  been  expanded.  A  contract 
for  pre-employment  screening  has  been  established.  Security  control  officers  in  each 
postal  facility  are  fully  trained  and  knowledgeable. 

You  also  are  aware  that  the  Postal  Service  hosted  a  national  symposium  on  work- 
place violence  and  that  management  and  labor  are  meeting  together  and  working 
to  keep  violence  out  of  the  postal  workplace. 

INSPECTION  SERVICE 

A  third  concern  you  expressed  in  last  year's  hearing  was  your  dismay  about  the 
investigative  procedures  of  the  Postal  Inspection  Service.  The  Chief  Inspector  testi- 
fied before  you  in  May  and  reported  on  Postal  Service-initiated  reforms  that  are  un- 
derway. The  Governors  believe  that  these  reforms  are  appropriate  and  necessary, 
and  we  will  monitor  their  implementation. 

LEGISLATIVE  AFFAIRS 

Your  fourth  concern  was  re-establishing  the  government  relations  function  as  a 
separate  department.  As  you  know,  the  Governors  supported  this  request,  a  new 
Vice-President  for  Legislative  Affairs  was  selected.  The  Governors  are  hopeful  that 
this  is  helping  to  restore  the  traditionally  close  relationship  between  the  committee 
and  postal  management. 

Clearly,  that  relationship  is  critical  if  we  are,  collectively,  to  meet  the  issues  af- 
fecting the  future  of  the  Postal  Service  head  on.  The  Governors  are  committed  to 
do  their  part. 

Thank  you  very  much,  Mr.  Chairman.  That  concludes  my  statement. 

Mr.  Clay.  Thank  you,  Mr.  Chairman. 

This  time  last  year  when  you  were  testifying  before  this  commit- 
tee, we  were  the  ones  that  brought  to  your  attention  the  problems 
of  the  inspection  service  in  Cleveland.  Subsequently,  in  the  year 
following,  it  was  this  committee  that  brought  to  your  attention  and 
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the  attention  of  the  country  the  drug  problem  and  the  inspection 
service  problem  in  Los  Angeles  and  West  Palm  Beach,  in  Min- 
neapolis and  in  Boston. 

If  we  had  waited  on  the  Postal  Service  to  give  us  that  informa- 
tion, we  would  still  be  waiting,  and  for  your  inspector  general  to 
tell  you  that  he  is  recommending  adequate  safeguards  against 
what  happened,  and  for  you  to  tell  us  this  afternoon  that  they  are 
now — the  inspector  general  or  the  inspectors  are  now  going  to  re- 
ceive two  weeks  of  training  under  the  DEA  and  that  is  sufficient 
for  them  to  be  involved  in  the  tracking  of  narcotics  in  the  Postal 
Service,  I  think  you  are  missing  the  point. 

I  have  introduced  a  bill,  H.R.  4400,  which  I  think  deals  with  the 
problem.  If  you  have  got  some  better  recommendations  than  that, 
we  would  like  to  hear  it  this  afternoon,  but  this  bill  that  I  have  in- 
troduced would  prohibit  the  inspection  service  from  paying  inform- 
ants in  this  area.  It  would  establish  an  independent  IG,  while 
maintaining  the  inspection  service,  but  it  would  separate  the  audit- 
ing and  the  investigations  and  it  would  not  permit  the  Postal  Serv- 
ice to  investigate  itself,  as  it  is  now  doing.  Such  as  the  inspection 
service,  they  investigate  complaints  against  themselves. 

So  if  you  have  got  some  better  ways  of  dealing  with  it,  I  would 
like  for  you  to  let  this  committee  know  whether  or  not  you  support 
the  recommendations  in  that  bill  or  whether  you  want  to  deal  with 
it  in  a  separate  fashion. 

Mr.  Winters.  With  regard  to  that  bill,  the  Board  of  Governors 
has  not  reached  a  consensus  of  opinion  on  it.  I  know,  as  you  know, 
that  there  was  a  preliminary  report  done  called  the  Dempsey  Re- 
port. It's  my  understanding  that  it  was  never  completed.  It  did  not 
recommend  the  same  organization  that  your  bill  addresses  with  re- 
gard to  the  inspector  general. 

I  think  there  is  a  general  feeling  on  this  Board  that  there  is  not 
an  overpowering  reason  to  make  the  IG  change  that  you  suggest 
in  the  bill.  However,  I  do  want  to  say  that  this  Board  wants  to 
keep  an  open  mind.  We  want  to  keep  a  dialog  with  you.  We  want 
to  do  what  is  best  for  the  Postal  Service,  as  you  do. 

Let  me  say  that  with  regard  to  the  paid  informant  portion  of  the 
bill,  there  hasn't  been  any  Board  action  on  it,  but  as  far  as  I  am 
concerned,  and  I  suspect  as  far  as  the  others  are  concerned,  it 
doesn't  have  to  be  the  Postal  Inspection  Service  doing  that  type  of 
work.  If  the  DEA  can  do  that  type  of  work  and  is  willing  to  do  it, 
I  don't  see  anything  wrong  with  that;  or  the  FBI;  or  someone  like 
that,  as  long  as  it  gets  done. 

It  is  important  that  we  keep  drugs  off  the  floor  of  our  postal  fa- 
cilities and  alcohol  and  all  of  these  things  that  are  causing  mjuries 
and  causing  a  lot  of  other  problems.  We  need  to  eradicate  them  to 
the  extent  that  we  humanly  can.  Whoever  can  do  that  best,  is  fine 
with  us.  We  are  not  married  to  the  fact,  as  far  as  I  am  concerned, 
that  the  postal  inspectors  are  the  only  people  that  can  do  the  job. 

The  postal  inspectors  are  doing  that  now;  doing  it  under  a  memo- 
randum of  understanding  with  the  DEA.  Perhaps  it  should  be  re- 
viewed with  the  DEA  to  see  if  they  are  willing  to  take  on  the  re- 
sponsibility. 

Mr.  Clay.  Mr.  Chairman,  two  things  are  very  apparent,  very  evi- 
dent. One  is  the  Postal  Inspection  Service  is  not  qualified  to  deal 
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in  this  area.  We  have  people  who  have  been  trained  for  years  to 
do  it.  Two  weeks  training  is  not  going  to  do  it. 

And  second,  what  is  very  evident  is  that  you  don't  have  a  mas- 
sive drug  problem  in  the  Postal  Service,  except  that  which  has  been 
created  by  the  inspectors  in  framing  the  people. 

The  problem  with  this  situation  is  that  you  are  the  only  agency 
or  entity  of  government  that  you  want  to  train  your  own  narcotics 
people  and  don't  want  an  independent  inspector  general.  No  other 
agency  of  Government  investigates  itself  and  everybody  else  in  the 
country  turns  over  narcotics  investigations  to  the  proper  agency, 
the  DEA.  Why  do  you  think  that  you  are  any  different? 

Mr.  Winters.  I  said  that  as  far  as  I  am  concerned,  and  I  think 
as  far  as  the  other  Grovernors  are  concerned,  the  DEA  or  FBI  or 
whoever  can  do  it.  It  needs  to  be  done. 

I  hope  there  is  not  a  drug  problem.  I  have  no  way  of  knowing, 
but  we  have  established  the  Employee  Assistance  Program  for 
counseling  employees.  Employees  who  have  a  drug  problem  or  an 
alcohol  problem  or  any  other  type  of  problem  that  is  bothering 
them  and  affecting  them  in  their  work  can  come  and  receive  coun- 
seling from  professionally  trained  people.  There  are  a  lot  of  people, 
I  don't  know  how  many,  but  I  assume  some  people  with  some  drug 
problems  may  be  going  to  these  counselors.  If  some  are  going,  there 
are  a  lot  of  them  that  are  not  going.  We  need  to  keep  drugs  off  the 
work  room  floors.  I  don't  know  exactly  how  to  do  it. 

I  am  opposed  to  entrapment  as  much  as  you  are,  and  however 
that  can  be  done  best,  I  am  sure  that  you  will  get  the  support  of 
this  board. 

Mr.  Clay.  Thank  you. 

Mr.  Chairman,  you  admit  that  you  face  a  $2  billion  deficit  and 
I  think  it  is  clear  that  you  need  higher  rates  and  cannot  risk  a 
delay  in  implementing  the  rates,  contrary  to  what  you  have  said 
today.  How  do  you  intend  to  make  up  that  shortfall  that  you  are 
going  to  have,  what,  $2  billion  by  the  time  the  rates  go  into  effect? 

Mr.  Winters.  Well,  we  are  going  to  try  to  make  that  up,  Mr. 
Chairman,  by  added  efficiencies  and  by  reducing  our  overtime.  If 
we  lose  $2  billion  in  1994,  and  if  that  trend  continues,  and  we  get 
a  rate  adjustment  in  February,  we  would  lose  about  $300  million 
in  1995  and  breakeven  in  1996.  However,  I  think  there  is  a  positive 
trend  the  other  way  and  I  don't  think  we  should  lose  sight  of  it. 

I  am  not  saying  this  is  what  is  going  to  happen.  Who  knows?  But 
it  looks  like  we  may  have  turned  things  around  a  little  bit.  We 
seem  to  be  gaining  some  momentum.  The  work  hours  seem  to  be 
leveling  off.  The  overtime  is  coming  down.  There  was  6.2  percent 
percent  less  overtime  in  accounting  period  nine  than  there  was  in 
the  same  period  last  year.  That  is  part  of  a  five-month  trend. 

I  think  our  staff  and  our  managers  are  getting  experience  and 
confidence  in  what  they  are  doing.  As  I  mentioned  a  little  bit  ear- 
lier in  my  statement,  the  net  income  variance  to  our  plan  has  been 
narrowing  for  the  last  three  months  and  in  accounting  period  nine, 
we  were  very  pleased  to  see  that  there  was  a  positive  variance  to 
plan  of  $31  million.  I  hope  that  is  a  trend  that  continues. 

I  hope  we  can  have  good  news  for  you  at  the  end  of  this  fiscal 
year,  Mr.  Chairman.  When  we  planned  the  rate  case  we  were  very 
concerned  about  what  the  effect  on  volume  would  be.  It  is  very  im- 


501 

portant  for  us  to  keep  the  volume.  We  tried  to  challenge  our  man- 
agement; we  tried  to  challenge  our  employees.  We  asked  them 
what  they  could  do.  They  came  with  a  much  bigger  deficit  than  was 
acceptable.  We  said  to  get  down  and  tell  us  what  you  really  can  do. 
And  they  came  up  with  new  figures  on  which  we  based  the  10.3 
percent  rate  request.  We  got  them  to  confirm  their  figures  again 
after  the  first  part  of  the  fiscal  year  when  we  were  showing  a  big- 
ger deficit  than  plan  and  the  trend  was  going  the  wrong  way. 

The  Postmaster  General  and  the  Chief  Operating  Officer,  Joe 
Caraveo  talked  to  all  the  area  people  by  video  teleconference  and 
asked,  Can  you  do  it?  Can  you  stick  with  the  plan  you  said  you 
were  going  to  do?  They  all  committed  to  meeting  the  plan.  They 
committed  to  it  again  when  the  Postmaster  General  and  the  Chief 
Operating  Officer  went  into  the  field  and  talked  to  every  one  of  the 
operating  people  in  the  areas.  They  said  they  could  do  it. 

We  are  going  on  that  commitment.  If  we  start  changing  our  rate 
request  now,  we  would  have  to  start  a  new  rate  case  and  we  would 
lose  about  $400  million  a  month  for  each  month  new  rates  would 
be  delayed.  If  you  delay  the  case  four  months  at  $400  million  a 
month,  you  got  a  billion,  six  right  quick. 

So  we  think  the  thing  to  do  is  to  try — to  go  forward  and  do  the 
very  best  job  we  can;  keep  the  pressure  on  the  management;  keep 
the  pressure  on  our  employees;  and  let's  get  the  job  done  and  let's 
keep  this  years  deficit  to  less  than  $2  billion  and  closer  to  the 
$1,344  billion  in  the  rate  case. 

Mr.  Clay.  You  briefly  mentioned  resolution  of  the  problem  in 
Chicago.  Twenty-seven  experts  were  sent  there  to  deal  with  that 
problem.  How  much  did  that  cost? 

Mr.  Winters.  I  don't  know,  sir,  but  I  will  find  out  for  you.  I 
didn't  say  it  has  been  resolved.  It  hasn't  been  resolved  and  it  is  not 
going  to  be  resolved  overnight.  We  are  going  to  stay  on  that  until 
we  get  that  matter  resolved  and  these  other  places  that  are  defi- 
cient in  service  too. 

[The  information  referred  to  follows:] 

For  the  period  beginning  March  23,  1994,  when  the  Task  Force  members  left  their 
respective  offices  to  go  to  Chicago,  through  June  22,  1994,  the  total  amount  paid 
out  on  travel  vouchers  was  $230,966.  This  figure  includes  airfares,  per  diem,  hotel 
costs,  applicable  carfare,  and  all  miscellaneous  authorized  travel  expenditures. 

Salaries  of  Task  Force  members  are  not  included  as  they  are  normal  operating 
expense  and  would  be  paid  regardless  of  where  the  employees  report  for  duty.  Task 
Force  members  are  FLSA  exempt  and  are  paid  a  yearly  salary  with  no  extra  pay- 
ment for  overtime.  However,  the  salary  of  one  contract  employee  is  included  in  the 
above  amount. 

Mr.  Clay.  Do  you  think  we  can  afford  to  send  a  team  of  27  peo- 
ple to  all  of  these  cities  where  we  are  having  these  major  problems? 

Mr.  Winters.  No,  sir.  No,  sir.  I  do  not. 

Mr.  Clay.  So  that  is  not  the  answer? 

Mr.  Winters.  I  don't  think  we  can  do  that.  I  think  each  place 
has  a  separate  set  of  problems.  I  don't  think  the  problem  in  the 
Washington,  DC  area  is  the  same  kind  of  problem  that  there  is  in 
Chicago.  I  don't  think  it  is  the  same  kind  of  problem  that  they  have 
in  New  York. 

In  Chicago,  we  have  been  spending  big  bucks  on  equipment  try- 
ing to  solve  the  situation.  We  are  building  a  $287  million  new  Gen- 
eral Mail  Facility  in  Chicago  to  help  fix  the  situation  that  has  been 
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going  on  for  years.  We  have  got  to  change  the  culture.  We  are  try- 
ing to  be  oriented  to  our  customers  and  we  are  trying  to  be  respect- 
ful and  considerate  of  our  employees  too,  but  when  we  find  some 
bad  apples,  we  got  to  get  them  out  of  there,  if  we  can  find  them. 

Mr.  Clay.  Did  you  get  them  out,  did  you  get  rid  of  the  bad  apples 
in  Chicago? 

Mr.  Winters.  I  am  not  talking  about  just  the  management  there. 
I  am  talking  about  where  the  guy  is  burning  the  mail  or  taking  it 
home  and  storing  it,  people  of  that  sort.  We  got  to  get  those  out, 
people  that  are  inclined  like  that.  The  managers  who  were  there 
were  not  fired.  As  you  know,  they  were  removed.  They  were  moved 
to  other  places. 

Mr.  Clay.  That  seems  to  be  the  system.  Is  that  good  manage- 
ment? 

Mr.  Winters.  No,  sir,  I  don't  like  that.  I  don't  know  if  that  is 
part  of  the  culture  or  what  it  is.  I  know  there  is  a  difference  of 
what  the  Postmaster  General  can  do  as  far  as  dismissing  someone, 
if  they  are  an  officer  or  if  they  are  not  an  officer.  Sometimes  reloca- 
tion is  done  out  of  compassion  for  the  people,  perhaps  the  job  is  too 
big  for  them.  They  may  be  able  to  perform  better  in  a  smaller 
place,  and  if  they  can  do  that,  we  ought  to  get  the  benefit  of  their 
experience. 

Mr.  Clay.  Thank  you. 

[Response  to  written  questions  follows:] 

Response  to  Written  Questions  Submitted  by  Hon.  William  L.  Clay  to  the 
Postal  Rate  Commission 

Question  1.  You  state  that  the  Postal  Service  is  in  a  period  of  transition  after  its 
restructuring.  It  has  now  been  almost  two  years,  and  this  Committee  has  heard 
from  your  employees  that  your  restructuring  is  a  failure.  The  distinct  split  of  proc- 
essing/distribution and  customer  service  functions  in  the  field  is  not  working.  Does 
the  recently  announced  reorganization  of  Area  Vice  Presidents  represent  your  entire 
plan  to  correct  this  apparent  inefficient  management  field  structure?  If  not,  what 
are  your  plans? 

Answer.  The  streamUning  we  announced  last  month  was  done  in  response  to 
input  from  customers,  postal  employees  and  postal  managers.  Clearly,  establishing 
Area  Vice  Presidents  will  bring  additional  accountability  and  sensitivity  to  field  op- 
erations, allowing  managers  to  focus  on  service  to  our  customers. 

Chief  Operating  Officer  Bill  Henderson  has  had  a  number  of  conversations  with 
the  new  vice  presidents  concerning  their  individual  needs  to  increase  customer  sat- 
isfaction and  delivery  performance.  As  a  result  of  those  conversations  and  meetings, 
Mr.  Henderson  and  his  vice  presidents  may  well  decide  to  make  additional  changes 
in  the  field  structure.  However,  I  believe  you  may  ultimately  find  that  the  changes 
will  be  tailored  to  individual  areas  and  the  needs  of  individual  areas. 

Question  2.  The  Postmaster  General  was  targeting  supervisory  positions  in  his 
streamlining  plan.  The  vast  majority  of  buyouts,  however,  went  to  craft  employees 
who  handle  the  mail.  Do  you  agree  that  the  failure  to  properly  manage  the  buyout 
program  2  years  ago  and  the  loss  of  skilled,  experienced  employees  has  caused  the 
financial  and  service  problems  you  now  face? 

Answer.  No,  not  all.  Service  in  1992  and  1993  reached  record  levels.  Moreover, 
service  in  most  parts  of  the  country  is  good.  Our  system  is  strong,  with  thousands 
of  employees  working  to  serve  the  public  every  day.  Certainly,  there  have  been  prob- 
lems in  some  of  our  major  cities.  But  our  new  management  structure  is  addressing 
them. 

We  had  anticipated  that  large  numbers  of  bargaining  unit  employees  would  opt 
to  take  the  retirement  incentives.  We  also  anticipated  that  overtime  use  would  grow 
during  the  post-reorganization  period  in  order  to  maintain  service  standards.  What 
we  did  not  anticipate  was  the  magnitude  of  the  efforts  needed  to  restore  our  hiring 
registers  and  the  length  of  time  required  to  replace  the  employee  experience  lost  by 
retirement.  Overtime  is  down  and  skill  levels  are  rising;  we  believe  any  impact  fi-om 
the  buyout  program  to  be  now  stabilized. 
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Question  3.  In  your  rate  increase  request  you  have  asked  for  $936  million,  which 
represents  one  cent  on  every  stamp,  to  recover  prior  year  losses.  You  have  not  been 
successful  recovering  prior  year  losses  in  the  past.  Do  you  expect  to  recover  that 
amount  in  1995? 

Answer.  No.  We  do  not  expect  to  make  a  contribution  to  prior  years'  loss  recovery, 
however.  The  $936  million  figure  was  predicated  on  a  hypothetical  rate  increase  at 
the  beginning  of  the  fiscal  year  in  accordance  with  the  standard  filing  requirements 
with  the  Postal  Rate  Commission.  We  plan  on  increasing  the  rates  in  the  first  part 
of  calendar  year  1995  rather  than  at  the  beginning  of  the  fiscal  year  in  October. 
The  actual  later  implementation  means  that  we  will  not  obtain  the  fuU  revenue 
upon  which  the  $936  miUion  prior  years  loss  recovery  is  predicted  in  FY  1995.  How- 
ever, we  wiU  recover  $936  million  in  12  months  from  rate  change.  Our  current  plans 
call  for  a  recovery  of  approximately  $400  million  in  FY  1995.  However,  the  precise 
amount  depends  upon  the  actual  implementation  date  of  the  rate  increase.  We  do 
expect  the  rate  increase  to  provide  fiinds  for  the  recovery  of  prior  years  losses  as 
long  as  these  rates  are  in  effect. 

Question  4.  GAO  has  told  us  repeatedly  that  your  automation  program  is  not  pro- 
ducing the  savings  we  all  expected.  In  a  June  6th  letter  to  the  committee  GAO  reit- 
erates that  your  automation  program  has  lost  momentum,  fewer  letters  will  be  han- 
dled by  automated  equipment  and  more  letters  will  require  remote  barcoding.  GAO 
states,  "Postal  Service  workhour  data  to  date  do  not  reflect  what  one  would  expect 
from  an  automated  program."  What  is  the  Board  doing  to  review  the  automation 
program  to  ensure  its  producing  the  savings  that  have  been  promised? 

Answer.  The  Board  has  given  substantial  attention  to  the  Automation  Program 
both  in  public  and  private  sessions.  They  have  reviewed  the  program  in  its  entirety 
including  acquisition  strategies  and  timing,  savings  potential,  effects  on  employees, 
as  well  as  customers,  and  problems  arising  from  this  very  basic  change. 

The  Board  has  also  reviewed  GAO,  Inspection  Service  and  management  audits 
concerning  automation.  Those  audits  reveal  savings  arising  from  automation  and 
also  identify  short  falls  and  areas  for  improvement.  The  issue  the  Board  is  most  con- 
cerned about  is  the  failure,  thus  far,  to  capture  savings  in  our  delivery  operations. 
This  is  a  difficult  issue  which  involves  changing  the  work  our  letter  carriers  do  in 
preparation  for  delivery. 

As  Chairman,  I  have  expressed  the  commitment  of  this  Board  to  automation.  I 
reaffirm  that  commitment  now;  however,  prudent  oversight  necessitates  that  the 
Board  review  in  some  detail  the  most  significant  issues  relative  to  this  program,  and 
assure  itself  that  the  plans  and  actions  of  management  will  achieve  the  program 
objectives. 

Question  5.  Two  of  the  main  recommendations  in  the  Committee's  report  on  the 
shootings  at  Royal  Oak  were:  1)  that  the  Postal  Service  establish  reasonable  time- 
tables to  decide  grievances,  especially  when  an  employee  was  removed;  and,  2)  that 
the  Postal  Service  eliminate  its  para  miUtary  style  of  management  and  discipline. 
These  have  not  been  done.  What,  if  anjrthing,  is  being  done  to  implement  these  rec- 
ommendations? 

Answer.  (1)  While  we  have  worked  with  the  unions  to  seek  ways  to  improve  the 
responsiveness  of  the  grievance/arbitration  procedure,  and  major  overhaul  would 
occur,  at  the  earliest,  during  1994  negotiations,  which  begin  within  the  next  month. 
We  hope  that  we  have  laid  the  groundwork  to  make  improvements  in  this  area,  al- 
though the  unions  have  not  been  anxious  to  change  the  current  system  in  the  recent 
past.  In  the  meantime,  we  are  working  with  management  at  the  area  level  to  ensure 
that  the  current  system  works  as  efficiently  as  possible.  [It  should  also  be  noted  that 
our  current  collective  bargaining  agreements  provide  that  removal  cases  have  prior- 
ity scheduling,  before  other  grievances  in  their  category.] 

Also,  we  have  continued  to  work  with  all  unions  to  arrive  at  agreements  at  the 
national  level  which  will  minimize  the  number  of  disputes  in  the  field,  and  to  de- 
velop a  cooperative  working  relationship  at  this  level.  Our  ongoing  efforts  to  elimi- 
nate the  backlog  to  minimize  the  number  of  disputes  have  the  net  result  of  minimiz- 
ing the  number  of  cases  pending  arbitration,  and  permitting  more  timely  scheduling 
of  those  remaining.  We  are  working  with  all  unions  to  improve  our  information  sys- 
tems so  that  managers  are  awgire  of  the  proper  disposition  of  issues,  to  enhance 
problem  resolution  at  the  local  level. 

(2)  Our  management  selection  efforts  have  been  geared  to  identifjdng,  developing 
and  selecting  managers  who  can  cope  with  the  challenges  we  currently  face  while 
increasing  employee  commitment.  To  this  end,  a  360-degree  feedback  process  has 
been  instituted  so  that  every  PCES  manager  receives  an  honest  and  comprehensive 
evaluation  from  manager,  peers,  and  subordinates  each  year.  Appropriate  develop- 
ment opportunities  are  arranged  for  those  who  are  identified  as  weak  in  certzdn 
areas.  We  have  also  instituted  an  Employee  Opinion  Survey  for  all  employees,  and 
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have  instituted  measures  to  respond  in  problem  areas.  Additionally,  we  are  working 
with  the  unions  at  the  national  level  to  identify  possible  improvements  to  the  dis- 
cipline procedure.  If  there  are  to  be  major  changes,  they  must  be  a  result  of  joint 
agreements  with  the  unions,  which  may  be  reached  during  this  year's  negotiations. 

Question  6.  You  admit  you  face  a  $2  billion  deficit.  It  is  clear  you  need  higher 
rates  and  cannot  risk  a  delay  in  implementing  rates.  Why  not  ask  the  Postal  Rate 
Commission  to  issue  its  decision  earlier  so  that  you  may  raise  rates  by  October  1, 
1994  thereby  increasing  your  revenue  by  at  least  $1.2  billion? 

Answer.  We  certainly  agree  that  increased  revenue  would  help  our  short-term  fi- 
nancial position.  However,  we  have  several  concerns  with  such  an  action.  First, 
there  is  a  matter  of  credibility  and  trust.  We  have  told  our  customers  that  we  would 
not  raise  rates  until  calendar  year  1995.  Accordingly,  many  of  them  have  made  sub- 
stantial commitments  and  are  well  into  the  early  stages  of  their  fall  and  Christmas 
season  advertising  and  mailing  activities.  It  would  be  unfair  and  costly  to  these  cus- 
tomers who  have  invested  substantial  resources  to  change  oiu-  position. 

In  addition,  there  are  short-term  benefits  by  raising  rates  in  the  fall,  the  long- 
term  implications  may  not  be  so  positive.  From  a  bottom-line  point  of  view,  the  fall 
quarter  is  the  most  important  to  the  Postal  Service  in  that  the  mail  volume  and 
net  income  from  the  fall  quarter  compensate  for  the  lower  volume  and  losses  in  sub- 
sequent periods.  Initially,  it  might  appear  to  be  beneficial  to  increase  rates  at  that 
time  to  take  advantage  of  the  higher  volume.  However,  raising  rates  at  the  most 
critical  time  for  our  customers  might  discourage  their  future  reliance  upon  the  Post- 
al Service.  While  we  recognize  that  eventually  the  rates  would  be  increased,  we  be- 
lieve our  long-term  interests  are  best  served  by  working  cooperatively  in  a  manner 
that  promotes  our  mutual  success. 

Finally,  the  Postal  Service  is  an  important  part  of  the  national  Fall  commercial 
season  and  holiday  celebration  for  both  out  individual  and  business  customers.  In 
this  regard,  we  also  serve  the  retail  community  at  a  time  critical  to  its  success  for 
the  entire  year.  In  our  opinion,  oiu-  roles  as  an  important  public  institution  and 
business  entity  will  best  meet  the  cultural,  social  and  economic  needs  of  the  country, 
if  we  avoid  raising  the  rates  in  the  Fall.  In  present  circumstances,  we  have  con- 
cluded that  changing  rates  no  sooner  than  1995,  is  appropriate. 

Question  7.  The  Committee  has  received  testimony  that  the  Postal  Service  should 
estabhsh  a  commission  to  examine  and  define  how  the  nation's  postal  needs  are 
likely  to  change  over  the  next  20  years.  What  is  your  reaction  to  that  proposal? 

Answer.  The  Board  has  established  a  Strategic  Planning  Committee  that  is  devel- 
oping plans  to  meet  the  current  and  future  needs  of  the  Postal  Service's  customers. 
The  Committee  is  chaired  by  the  Chairman  of  the  Board  of  Governors  and  includes 
the  Postmaster  General  and  Chief  Operating  Officer.  While  an  independent  blue  rib- 
bon commission  might  assist  in  the  process  we  feel  that  it  would  be  premature  at 
this  time  to  establish  a  commission. 

Mr.  Clay.  Mr.  Myers. 

Mr.  Myers.  Thank  you,  Mr.  Chairman. 

There  has  been  criticism  of  course  of  all  the  operators  of  the  post- 
al from  the  carrier  down  there  who  doesn't  get  the  mail  delivered 
on  time  or  leaves  it  in  the  carrier  someplace  or  sets  fire  to  it  or 
whatever  happened;  there  has  been  criticism  all  through  the  man- 
agement, through  the  boards,  the  Postal  Rate  Commission,  the 
Postmaster  General. 

It  is  easy  to  criticize,  as  we  mentioned  earlier,  but  do  you  com- 
pare your  responsibility  as  a  board  of  governors  similar  to  that  of 
the  corporations?  And  I  think  they  are  corporations,  at  least  major 
corporations  have  a  board  of  directors  and  they  are  responsible  for 
the  policy  of  that  company.  It  is  their  responsibility  of  whether  the 
company  makes  a  success  or  not,  hiring  or  firing  their  officers. 
Along  with  the  officers,  they  are  responsible  for  the  functions  of 
that. 

Are  you,  the  members  of  the  Board  of  Governors,  similar  to  a  cor- 
poration's board  of  directors? 

Mr.  Winters.  Yes,  sir. 

Mr.  Myers.  With  responsibility  and 
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Mr.  Winters.  Yes,  sir,  we  are,  and  I  think  all  boards  of  directors 
have  a  hard  time  drawing  that  line  of  where  their  responsibility  is 
as  a  board  or  individual  board  members  and  where  it  becomes  get- 
ting involved  in  micromanagement  that  the  officer  is  supposed  to 
be  doing.  That  is  always  a  hard  problem. 

After  I  became  Chairman,  I  thought  it  might  be  wise  if  I  could 
find  a  good  textbook,  maybe  something  written  on  the  law  that 
would  delineate  those  lines,  and  we  looked  and  looked  and  looked. 
We  did  find  one  a  Harvard  professor  had  written  and  we 

Mr.  Myers.  Harvard  professor. 

Mr.  Winters.  Harvard,  if  you  can  believe  that. 

Mr.  Myers.  That  explains  a  lot  of  the  problems  we  have  had 
then. 

Mr.  Winters.  I  wanted  one  from  the  University  of  Texas  but  he 
hadn't  written  it  yet.  But  anyway,  there  is  a  problem  we  have. 

I  will  say  this  too,  Mr.  Myers,  that  I  have  been  on  this  board  a 
little  over  2  years  and  I  am  honored  to  be  here,  but  I  had  no  idea 
how  much  time  and  effort  that  it  takes.  It  is  not  just  going  to  a 
couple  of  meetings  once  a  year,  every  month,  once  a  month,  but  in 
order  to  do  our  job  properly,  as  enormous  as  this  responsibility  is, 
I  think  it  takes  more  time  to  be  on  this  board  than  it  does  an  ordi- 
nary corporate  board.  At  least  that  is — I  haven't  been  on  many  of 
those,  but  it  has  been  my  experience  that,  where  I  have,  that  that 
is  the  fact.  But  we  are,  similar  to  a  corporate  board,  yes,  sir. 

Mr.  Myers.  Well,  similar,  but  have  any  of  you  served  on  boards 
of  directors? 

Ms.  Pace.  Yes,  sir,  I  have. 

Mr.  Myers.  I  am  concerned.  It  appears  that  maybe  you  don't 
have  as  much  authority  and  responsibility  as  a  board  would  have 
of  a — one  of  the  major  corporations  of  the  country.  If  a  corporation 
doesn't  make  a  profit,  the  first  thing  you  do  is  get  the  CEO  and 
you  get  the  officers,  but  next  year  the  directors  are  going  to  be 
done.  The  next  director — the  annual  meeting  of  the  stockholders, 
the  directors  are  going  to  be  gone. 

Ms.  Pace.  I  think  you  have  to  remember  a  few  things,  though. 
The  scale  of  this  organization  is  huge.  We  are  $50  billion  plus  in 
revenues.  We  have  excess  of  700,000  employees,  and  keeping  track 
of  all  of  that  at  a  board  level  is  really  difficult. 

Our  job  is  to  be  sure  the  right  people  are  in  the  right  places  to 
do  that,  and  that  is  not  very  easy  either,  but  I  tell  you  that  we 
keep  working  at  it  and  we  keep  looking  at  our  management  struc- 
ture and  we  keep  asking  for  changes  when  we  find  that  we  don't 
have  the  right  combination.  So  that  is  as  far  as  we  can  go. 

Even  as  we  try  to  decide  who  is  good  for  this  and  that,  we  are 
trying  to  get  a  good  succession  policy  in  place  so  that  we  know 
those  people  who  can  rise  to  the  top  and  exercise  leadership  posi- 
tions, that  their  abilities  will  be  recognized  but  we  are  just  starting 
to  get  those  things  rolling  in  there,  but  it  is  actually. 

Mr.  Clay.  Will  the  gentleman  yield? 

Ms.  Pace.  We  have  the  same  kind  of  authority,  we  can  do  the 
same  kinds  of  things,  but  we  are  constrained  in  some  areas  by  the 
law  and  what  it  permits  us  to  do. 

Mr.  Myers.  Chairman,  you  want  to 
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Mr.  Clay.  I  just  wanted  to  say  that  presently  you  can  only  hire 
one  person,  so  how  can  you  do  all  of  that  about  making  sure  that 
you  have  the  right  people  in  place?  You  hired  a  Postmaster  General 
and  then  he  hires  all  of  the  officers.  The  bill  that  I  introduced 
would  allow  you,  if  you  so  desire,  to  hire  the  top  officers  as  well 
as  the  Postmaster  General. 

Ms.  Pace.  Well,  again,  getting  back  to  the  analogy  with  the  cor- 
poration, the  board  does  not  hire  all  of  the  officers.  The  board, 
again,  is  concerned  primarily  with  the  chief  executive  officer  and 
that  is  similar  in  this  case,  because  what  you  want.  Chairman 
Clay,  is  a  good  management  team,  people  who  can  work  together 
to  solve  the  problems,  so  there  has  to  be  good  synergies  among  the 
people  who  are  working  together.  The  team  has  to  work  effectively. 

So  I  don't  think  it  would  be  helpful  for  the  board,  with  the 
amount  of  time  it  has  and  its  limited  knowledge  of  the  abilities  of 
the  people,  to  really  be  able  to  exercise  or  make  that  decision  in 
a  real  intelligent  way.  We  have  to  work  with  the  Postmaster  Gen- 
eral and  he  works  with  us  in  discussing  the  capabilities  of  the  var- 
ious individuals  and  what  they  are  doing  and  how  he  is  organizing 
or  reorganizing,  and  I  believe  that  is  standard  procedure. 

Mr.  Clay.  You  don't  believe  that  you  ought  to  have  the  authority 
to  hire  the  general  counsel? 

Ms.  Pace.  No. 

Mr.  Clay.  I  thank  the  gentlelady. 

Mr.  Myers.  This  is  what  I  was  getting  to,  how  much  similarity 
there  is.  It  varies  from  corporation  to  corporation.  I  have  served  on 
a  few  corporate  boards.  It  does  vary  somewhat  on  the  size,  as  you 
mentioned,  but  there  are  some  large  corporations  in  this  country 
too  who  operate  similarly.  Not  only  the  CEO  or  the  president  of  the 
corporation  is  hired  by  the  board  of  directors,  but  there  are  other 
officers  also  who  directly  report  to  the  treasurer,  usually  of  the  or- 
ganization or  a  member  of  the  board. 

Ms.  Pace.  Often  there  is  a  nominating  committee  that  gets  in- 
volved in  that  process.  There  will  be  a  nominating  committee  of  the 
board  that  will  approve  the  selection  of  officers,  but  basically  the 
selection  is  still  done  by  the  CEO  of  the  organization. 

Mr.  Myers.  Well,  the  day-to-day  operation  of  course  is  always— 
I  think  in  every  corporation  is  the  primary  responsibility.  But  if 
that  person  doesn't  do  the  job,  then  it  is  going  to  be  a  new  CEO 
tomorrow  or  next  week.  I  am  sorry. 

Ms.  Alvarado.  Thank  you,  Mr.  Chairman. 

I  would  just  like  to  add  that  even  though  we  do  not  directly  hire 
the  officers  of  the  Postal  Service  we  do,  through  our  decision  to 
name  a  Postmaster  General,  influence  the  decision.  There  has  been 
occasion  in  the  past,  recent  past  in  fact,  where  a  particular  vice 
president,  was  removed  because  of  dissatisfaction  with  the  way 
that  the  job  he  was  doing  was  handled. 

It  would  not  be  fair  to  say  that  we  don't  have  any  influence  on 
it,  although  we  have  in  fact  given  that  authority  to  the  Postmaster 
General.  Just  as  when  we  elect  a  president  we  allow  him  to  make 
the  personnel  decisions  necessary  to  make  his  administration  work. 

Mr.  Myers.  Thank  you. 

Did  someone  else — ^you  have  been  in  existence  now  more  than  20 
years,  this  board  has.  Not  all  of  you  of  course  in  those  jobs,  but  do 
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you  ever  sit  around  over  a  cup  of  coffee  and  think  how  you  can  do 
a  better  job,  be  more  effective?  Have  any  recommendations  come 
from  you  as  to  how  you  can  be  more  effective  and  have  a  better 
handle  on  the  everyday  operation  of  the  postal  system?  Has  any 
consideration  been  given  to  reorganization  on  your  behalf? 

Mr.  Winters.  You  mean  a  complete  reorganization  as  was  done 
in  1971?  Are  you  going  that  far? 

Mr.  Myers.  Yes,  23  years  then. 

Mr.  Winters.  Mr.  Del  Politto  advocated  that  recently.  It  has  not 
been  a  matter  that  we  have  discussed  in  meetings  or  otherwise  as 
far  as  I  know  of.  I  have  not  discussed  it  with  anybody.  We  have 
been  up  to  our  elbows  in  alligators,  and 

Mr.  Myers.  I  have  heard  it  called  other  things. 

Mr.  Winters.  It  is  said  in  other  ways  too,  but  we  have  been  up 
to  our  elbows  in  alligators  and  we  haven't  had  much  time.  We  are 
trying  to  get  this  ship  straightened  up  and  the  water  pumped  out 
of  the  bilges  and  get  on  with  this  show  and  then  see  if  we  need 
a  committee  to  study  reorganization. 

Mr.  Myers.  You  are  literally  so  busy  putting  out  the  fire,  you 
don't  have  time  to  look  and  see  what  caused  it. 

Mr.  Winters.  I  guess  that  is  right. 

Ms.  Pace.  I  think  there  will  come  a  time 

Mr.  Myers.  There  what? 

Ms.  Pace.  There  will  be  a  time  when  we  will  have  to  consider 
that  because  the  competitive  climate  is  changing  so  rapidly  and  one 
has  to  think  about  whether  the  Postal  Service  is  organized  properly 
for  the  changing  competitive  climate,  but  I  don't  think  this  is  the 
moment.  I  think  we,  all  of  us  must  think  more  carefully  about 
where  we  are  headed  and  what  it  is — what  role  the  Postal  Service 
should  play  in  the  future  and  once  there  is  a  little  bit  more  security 
about  that,  then  we  can  think  about  reorganization. 

Mr.  Myers.  Well,  I  hate  to  impinge  on  the  time  here  of  my  col- 
leagues, but  I  just  have  one  closing.  I  have  been  critical  of  the  Rate 
Commission  and  how  slow  it  works,  and  I  am  not  clear  in  my  mind 
how  they  are  ever  put  in  motion.  Do  they  start  a  rate  review  the 
minute  and  say  this  takes  effect  January  1995?  Do  they  start  look- 
ing for  a  new  rate  commission,  or  do  you  tell  them  it  is  time  to  look 
for  a  rate?  Why  is  it  always  after  the  fact? 

Again,  going  back  to  that  corporate  board,  if  a  corporation  was 
always  running  in  the  red  and  we  didn't  start  thinking  about  im- 
proving, either  reducing  the  number  of  employees  or  streamlining 
the  product  we  are  selling,  if  it  were  a  corporation,  it  would  be  out 
of  business.  It  wouldn't  be  selling  stock. 

Why  is  it  always  after  the  fact?  Why  must  be  always  wait  until 
it  is  in  the  red? 

You  say  $2  billion,  whatever  it  is.  Why  must  we  always  wait  for 
that  to  happen  before  we  anticipate  there  is  going  to  be — it  wasn't 
any  stranger  2  years  ago.  You  knew  a  rate  increase  was  going  to 
have  to  come.  Wliy  so  late? 

Mr.  Winters.  I  am  from  the  private  sector  and  I  will  tell  you, 
when  I  came  on  this  board,  I  was  shocked  that  they  made  rates  3 
years  at  a  time.  I  don't  know  any  business  that  can  operate  that 
way.  I  don't  know  of  any  people  that  are  competing  with  us  that 
are  making  their  rates  for  3  years  at  a  time,  you  know.  They 
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change  them  all  the  time,  at  least  once  a  year,  and  I  am  sure  sev- 
eral times,  and  all  they  have  to  do  is  file  something  with  the  Inter- 
state Commerce  Commission. 

We  have  to  file  at  the  Postal  Rate  Commission  and  the  people 
that  are  competing  with  us  in  the  market,  they  are  over  there  too 
in  our  rate  case.  It  is  a  most  unusual  thing.  In  a  3-year  rate  case, 
the  first  year  you  make  money;  the  next  year  you  are  supposed  to 
break  even  and  in  the  third  year  you  lose  money  and  all  the  papers 
say,  "Look  at  that  bunch  of  dummies,  they  don't  know  how  to  run 
that  deal.  They  are  losing  money."  And  it  was  all  programmed  in 
there  to  begin  with.  It  was  supposed  to  have  been  there.  It  is  a 
funny  way  of  doing  business. 

Mr.  Myers.  I  don't  know  why  we  should  be  critical  of  that  the 
way  we — I  think  something  has  to  be  done  about  that  and 

Mr.  Winters.  Well,  we  must — if  we  are  going  to  have  a  viable 
postal  system  in  this  country,  we  have  got  to  have  flexibility  in  set- 
ting rates.  We  were  really  pleased  at  the  statement  of  Chairman 
Gleiman  of  the  Postal  Rate  Commission.  He  is  a  knowledgeable 
person.  He  has  been  there  a  short  time,  but  I  have  known  him  a 
long  time  and  I  am  really  pleased  that  the  Postal  Rate  Commission 
wants  to  work  with  us  on  some  flexibility  and  see  what  we  can  do 
to  get  this  thing  more  responsive. 

Mr.  Myers.  I  have  other  questions.  I  will  put  them  in  the  record 
if  you  will  respond. 

[The  information  referred  to  follows:] 

Response  to  Written  Questions  Submitted  by  Hon.  John  T.  Myers  to  Sam 
Winters 

Question  1.  A  senior  member  of  the  Postal  Rate  Commission  questioned  the  wis- 
dom of  a  decision  to  hold  off  a  postal  rate  increase  until  1995.  He  said  a  rate  case 
should  have  been  filed  16  months  earlier.  Do  you  agree  with  that  assessment? 

Answer.  We  agree  that  the  short-term  solution  to  our  deficits  would  have  been 
to  raise  rates  earlier.  However,  the  longer  term  solution  is  for  the  Postal  Service 
is  to  operate  in  a  growth  environment.  As  a  matter  of  perspective,  in  1992  the  Post- 
al Service  was  faced  with  an  environment  of  stagnant  mail  volume  due  to  recent 
rate  increases  which  had  considerably  exceeded  the  rate  of  inflation.  The  prospect 
of  future  large  rate  increases  created  an  environment  where  customers  were  begin- 
ning to  lose  long-term  confidence  in  the  Postal  Service  as  a  viable  communications 
medium  and  many  firms  had  gained  confidence  to  either  develop  or  expand  oper- 
ations competing  with  the  Postal  Service. 

Subsequently,  mail  volume  is  now  increasing  again  and  our  customers  and  our 
own  forecasts  tell  us  that  volume  will  continue  to  increase  after  the  proposed  rates 
are  placed  into  effect.  While  growth,  especially  for  the  sake  of  growth,  is  not  the 
answer  to  all  our  problems,  we  believe  that  growth  coupled  with  our  efforts  in  re- 
sponsible cost  containment  will  aid  the  long-term  financial  stability  of  the  Postal 
Service. 

Question  2.  It  also  has  been  said  the  Postal  Service's  financial  position  is  worse 
than  previously  believed,  and  that  there  is  nothing  on  the  horizon  that  will  improve 
its  position.  Is  that  a  realistic  evaluation? 

Answer.  No.  Recent  financial  trends  show  the  Postal  Service's  financial  perform- 
ance to  be  improving.  Although  we  may  fall  short  of  our  budget  for  the  year,  based 
on  current  projection,  we  are  close  enough  to  be  encouraged  about  future  develop- 
ments. Our  revenues  and  mail  volumes  continue  to  exhibit  strength,  even  in  the 
face  of  only  moderate  national  economic  recovery. 

Question  3.  According  to  the  National  Performance  Review,  income  tax  filings  re- 
sult in  the  Internal  Revenue  Service  and  state  agencies  maihng  the  equivalent  of 
75  boxcars  of  forms.  How  much  revenue  does  that  produce  for  the  Postal  Service? 

Answer.  Revenue  fi-om  IRS  for  its  annual  1040  tax  form  mailing  is  approximately 
$70  million.  While  we  have  made  no  special  study,  annual  amounts  paid  by  the 
states  for  delivery  of  their  tax  forms  will  aggregate  to  a  similar  amount. 
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Question  4.  It  has  been  recommended  that  the  Secretary  of  the  Treasury  should 
implement  integrated  financial  filings,  reporting  and  payments  processing  by  Janu- 
ary 1997.  Would  such  a  move,  along  with  efforts  to  maximize  the  use  of  electronic 
transfers  throughout  the  federal  government,  hasten  the  postal  services  rush  to  ob- 
solescence? 

Answer.  The  federal  government's  announcement  that  it  will  seek  to  accelerate 
the  process  of  distributing  electronic  benefits  by  means  of  the  automated  transaction 
machine  (ATM)  system  does  not  so  much  threaten  a  serious  stream  of  postal  reve- 
nue as  provide  an  opportunity  for  the  United  States  Postal  Service  to  provide  new 
and  important  services  to  citizens.  There  will  undoubtedly  be  many  Americans  who 
are  the  recipients  of  benefits  who  will  not  find  it  convenient  to  travel  across  the  city 
or  for  great  distances  through  rural  areas  to  access  the  ATMs.  These  citizens  might 
find  that  it  was  far  more  convenient  for  them  to  visit  their  post  offices  where,  de- 
pending upon  the  economics  and  the  results  of  studies  that  are  currently  underway, 
the  Postal  Service  might  provide  a  kiosk  or  some  other  point  of  contract  through 
which  citizens  might  communicate  with  their  government  electronically.  One  of  the 
advantages  of  placing  such  kiosk  information  delivery  sites  in  post  offices  is  that 
beyond  the  issue  of  convenience  and  access  to  communications,  any  citizen  may  find 
that  they  have  complex  communications  needs  reqviiring  interaction  with  the  federal 
government.  For  example,  for  a  mother  having  dependent  children,  there  may  be  a 
need  to  file  documents  with  the  government  as  well  as  to  receive  benefits  on  a  new 
electronic  benefits  transfer  (EBT)  card.  Or,  there  may  be  other  ways  in  which  the 
Postal  Service  can  be  helpfiil  in  supporting  the  communications  needs  of  veterans, 
the  handicapped  and  other  benefit  recipients.  Finally,  the  Postal  Service  may  find 
new  opportunities  to  protect  the  privacy  of  communications,  a  traditional  function, 
and  one  that  will  be  of  growing  importance  as  certain  services  are  delivered  elec- 
tronically. 

Question  5.  The  Board  of  governors  has  more  than  two  decades  of  experience.  Is 
a  major  review  of  its  performance  warranted? 

Answer.  Generally,  I  believe  not.  Over  time,  the  Board  has  grown  in  the  diversity 
of  its  membership's  previous  experience,  expertise,  and  points  of  view.  The  members 
spend  considerably  more  personal  time  on  postal  tasks  than  their  predecessors,  and 
probably  more  than  was  envisioned  by  the  framers  of  the  Postal  Reorganization  Act. 
In  this  context,  I  believe  that  the  review  of  the  Board's  performance  provided  by 
Presidential  selection.  Senate  confirmation,  and  annual  House  oversight  hearings  is 
more  than  adeauate.  In  a  very  real  sense,  the  ongoing  performance  review  provided 
by  an  open  and  honest  relationship  with  the  people's  elected  representatives  is  the 
best  that  can  be  provided. 

Question  6.  Does  the  Board  need  a  full-time  staff"  that  is  independent  of  postal 
management? 

Answer.  The  subject  of  your  question  has  been  discussed  by  the  Members  of  the 
Board,  in  the  past  and  I  am  certain  that  it  will  receive  further  discussion  in  the 
future.  The  addition  of  staff"  is  certainly  within  the  power  of  the  Board  should  such 
a  decision  be  made. 

Mr.  Clay.  Mrs.  Schroeder. 

Mrs.  Schroeder.  Thank  you,  Mr.  Chairman.  And  I  truly  want 
to  thank  you  and  the  staff  for  working  so  hard  on  this,  and  I  want 
to  thank  all  of  you  for  coming  here  this  morning. 

First  of  all,  you  know,  when  you  say  reducing  our  overtime,  I 
have  got  several  staffers  in  the  District  of  Columbia,  who  must  live 
at  the  end  of  the  route  and  apparently  one  of  the  ways  of  reducing 
the  overtime  is  if  you  don't  get  to  the  end  of  the  route  by  the  time 
your  time  is  up,  you  just  go  home  and  so  they  don't  get  their  mail. 

Mr.  Winters.  Of  course,  that  is  not  the  way  it  ought  to  be.  If  the 
routes  are  too  big,  they  need  to  be  made  smaller.  That  is  not  right, 
it  is  not  right,  and  I  know  in  one  of  the  hearings  before  this  com- 
mittee, the  chairman  asked  questions.  "Do  you  tell  them  to  go 
home?  Do  you  tell  them  to  go  home  at  4:30?"  Well,  they  are  not 
supposed  to  have  been  told  to  go  home  at  4:30.  They  are  supposed 
to  go  home  when  the  mail  gets  delivered,  but  they  ought  not  have 
to  work  extraordinary  hours. 

When  we  get  our  new  delivery  point  sequence  sorting  machines, 
there  are  going  to  be  longer  routes  because  the  carriers  won't  have 
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to  spend  so  much  time  casing  their  mail.  That  is  causing  the  neces- 
sity of  redesigning  the  areas  that  the  carriers  serve.  This  thing  of 
123  million  deliveries  of  residential  deliveries  every  day  in  this 
country  is  enormous.  It  is  not  easy  getting  it  all  perfect,  but  we  are 
going  to  insist  that  we  get  it  as  good  as  we  can. 

Mrs.  SCHROEDER.  I  would  certainly  hope  the  board  takes  that 
into  primary  consideration  because  I  honestly  think  if  that  spreads 
to  other  places  in  the  United  States,  what  we  will  see  is  just  more 
and  more  people  stop  relying  on  the  Postal  Service,  because  you 
can't  have  mail  delivery  1  day  and  not  have  it  for  4  or  5  and  then 
have  it  another.  It  just  absolutely  will  not  work  and  I  think  you 
know  that.  So  I  sure  would  watch  out  for  that. 

I  have  been  very  troubled  by — apparently  the  number  of  consult- 
ants that  the  Postal  Service  continues  to  hire  too,  especially  when 
you  have  got  that  kind  of  a  deficit.  Do  you— if  you  don't  oversee  the 
officers  beyond  the  Postmaster  General,  do  you  get  to  look  at  these 
consultant  contracts?  Do  you  vote  on  them? 

Mr.  Winters.  Let  me  say  first  that  we  have  contact  constantly 
with  the  officers  at  Postal  Service  headquarters.  We  are  asking 
questions  all  the  time;  we  talk  to  them  all  the  time.  They  appear 
before  us  at  all  the  meetings.  We  certainly  can  make  it  well-known 
and  have  made  it  well-known  when  we  were  not  happy  with  the 
performance  of  some  officers,  and  they  are  not  now  with  the  Postal 
Service,  or  they  have  been  moved  into  other  positions.  We  have 
that  much  sense  about  how  to  get  it  handled. 

I  know  there  are  some  consultant  contracts  but  I  don't  know 
what  they  are.  We  will  find  out  and  furnish  it  for  the  record.  There 
are  occasions  when  consultants  are  appropriate;  where  we  need 
some  expertise  in  a  particular  area  that  we  don't  have.  Sometimes 
you  may  need  a  fresh  objective  look  at  something  but  it  is  usually 
in  areas  where  we  don't  have  the  expertise.  But  if  we  are  just  tak- 
ing people  on  as  consultants  to  put  them  on  the  payroll  because 
they  were  retired,  I  don't  like  that. 
Mrs.  SCHROEDER.  Do  you  OK  consultant  contracts? 
Mr.  Winters.  No,  ma'am. 

Mrs.  SCHROEDER.  You  do  not.  So  you  do  not  see  them? 
Mr.  Winters.  No,  ma'am. 

Mrs.  SCHROEDER.  You  don't  know  how  many  consultant  contracts 
are  out  there? 
Mr.  Winters.  No,  ma'am,  but  I  can  find  out. 
Mrs.  SCHROEDER.  I  think  it  would  be  very  helpful  to  find  out 
what  kind  of  consulting  contracts  are  out  there,  how  much  the  peo- 
ple are  being  paid.  There  have  been  rumors  in  this  town  that  peo- 
ple get  made  more  than  the  PMG  on  consulting  contracts.  That 
may  be  wrong,  but  what  is  their  mission?  What  is  it  that  they  are 
doing  and  why  do  we  need  them?  Because  I  would  think  if  you  had 
a  strong  management  core,  the  need  for  consultants  would  be  kind 

of  the  rare  occasion  rather  than  the  more 

Mr.  Winters.  Yes,  and  by  this  means,  I  will  ask  the  Secretary 
of  the  Board  to  get  that  information  for  us.  He  is  present  in  this 
room. 

Mrs.  SCHROEDER.  And  also  what  the  profile  of  the  consultants 
looks  like:  Are  they  retirees,  do  they  reflect  the  population,  and  so 
forth.  I  think  all  of  those  are  very  critical  questions. 
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Mr.  Winters.  I  would  like  to  know  that  too. 

Mrs.  SCHROEDER.  Mr. — is  it  Setrakian? 

Mr.  Setrakian.  Setrakian. 

Mrs.  SCHROEDER.  I  believe  you  are  leaving  in  December;  is  that 
right? 

Mr.  Setrakian.  Or  before,  Congress  woman. 

Mrs.  SCHROEDER.  You  don't  sound  like  you  want  to  reup  your 
contract? 

Mr.  Setrakian.  That  is  right.  I  appreciate  very  much  your  call- 
ing on  me  because  I  do  have  a  few  remarks  that  I  would  like  to 
make. 

Mrs.  SCHROEDER.  I  would  really  like  to  hear  what  they  are  be- 
cause I  think  one  of  the  things  we  find  in  this  town  is  truth  is  a 
great  exit  line.  So  maybe  you  could  pull  that  microphone  a  little 
closer.  I  would  like  to  know  what  some  of  your  concerns  have  been 
from  your  perspective  of  being  on  the  board  quite  awhile. 

Mr.  Setrakian.  Thank  you  very  much. 

I  am  now  in  my  ninth  year  as  a  Grovernor  of  the  Postal  Service. 
It  has  been  one  of  the  great  experiences  of  my  life. 

I  should  first  start  by  commenting  on  the  oversight  committee. 
I  want  to  congratulate  Chairman  Clay  and  all  the  Members  of  this 
committee.  In  my  mind,  they  have  done  an  outstanding  job. 

I  have  had  the  time  and  the  good  fortune  to  read  virtually  all  of 
the  prepared  statements  of  all  of  the  people  that  came  before  your 
committee,  Chairman  Clay,  this  year,  and  I  have  gleaned  a  great 
deal  from  it.  It  gave  me  a  much  broader  perspective  of  the  candor, 
the  interest,  the  expertise  through  this  broad  spectrum  of  people 
that  are  involved  in  the  Postal  Service.  And  as  I  was  listening  to 
everyone  this  morning,  I  was  reminded  of  how  knowledgeable  I  find 
myself  just  through  experience  that  I  have  had  in  the  past  and 
some  of  the  subjects  that  have  come  up. 

As  example,  when  a  question  of  paid  consultants  came  up,  that 
was  a  serious  question  about  5  years  ago  with  the  Postal  Service 
and  the  Board.  We  were  eventually  shocked  when  we  asked  to  have 
made  available  to  us  the  number  of  consultant  contracts  that  the 
Postal  Service  had,  and  my  thinking  that  there  must  be  at  least 
a  dozen.  The  numbers  were  in  the  hundreds.  They  were  all  over 
the  country,  and  through  that,  we  at  that  time  put  into  motion 
some  program  to  monitor  that,  but  unfortunately,  like  everything 
else,  whether  it  is  the  Postal  Service  or  any  other  organization, 
some  things  drift  away  and  you  forget  about  them  until  you  are 
drawn  short  just  as  we  were  today  by  your  question. 

I  have  now  served  with  five  Postmasters  General.  The  shortest 
duration  was  Postmaster  General  Al  Casey.  For  me,  in  terms  of  my 
participation  on  the  Board,  the  shortest  actually  was  Paul  Carlin 
who  was  an  in-house,  if  you  will.  Postmaster  Greneral.  I  think  he 
served  for  about  a  year,  but  I  was  only  with  him  for  about  a  week. 

The  interesting  thing  about— I  hope  I  am  not  boring  you  with 
this  but  I  am  trying  to  bring  it  into  focus  as  to  where  I  think  we 
are  today.  Mr.  Casey  came  in.  He  was  a  former  CEO  of  American 
Airlines,  a  fabulous  executive  in  the  private  sector.  He  too  came  in 
with  a  reorganization  plan  which  broke  the  area  of  the  country  into 
75  divisions.  It  took  quite  some  time  for  us  to — by  "us"  I  mean  the 
whole  family  of  postal  workers — ^to  get  our  arms  around  it.  Frankly, 
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I  don't  think  we  ever  really  did  totally.  I  think  we  were  almost  in 
the  process  of  it. 

Fortunately,  after  Mr.  Casey  made  major  changes  and  then, 
through  his  personal  commitments,  had  to  depart  early,  we  had 
Postmaster  General  Tisch  who  followed  through  on  the  same  pro- 
gram. After  Mr.  Tisch  was  Postmaster  General  Frank,  who  was 
with  us  for  about  4  years,  and  my  feeling  was  that,  good  or  bad, 
that  we  were  in  the  process  of  finally — ^by  "we"  I  mean  the  Gov- 
ernors— ^we  were  finally  grasping  a  program  and  how  to  move  it 
forward.  Quite  frankly,  a  lot  of  it  had  to  do  with  the  good  fortune 
of  developing  our  automation  program. 

Then  2  years  ago,  we  had  a  change.  Mr.  Frank  left  and  Post- 
master General  Runyon  came  in  and  put  through  another  major, 
major  reorganization  program.  I  would  venture  to  say  that  at  least 
I,  for  one,  if  we  had  it  to  do  all  over  again,  would  do  it  a  lot  dif- 
ferently than  it  has  been  done. 

I  am  personally  discouraged  where  we  are  today.  Our  automation 
program  was  held  up  too  long  before  it  was  cranked  up  again.  We 
lost  the  momentum  that  I  think  we  had. 

That  is  not  to  say  that  everything  that  has  been  done  is  negative. 
That  is  not  true.  There  have  been  some  programs  that  have  been 
very  beneficial.  As  example,  we  had  an  expenditure  of  $500  million 
to  change  our  method  of  borrowing.  On  the  long  term,  that  is  going 
to  save  us  $2  billion  over  the  20-year  period.  So  there  are  pluses 
involved. 

But  I  must  say  that  I  don't  think  I  have  ever  felt  the  negativism 
throughout  the  working  people  of  the  Postal  Service.  I  am  very  con- 
cerned about  service. 

Now,  on  the  other  hand,  our  CSI  report  indicates  that  we  are 
doing  reasonably  well.  We  all  have  our  own  horror  stories.  I  got  a 
couple  of  my  own.  One  of  them  has  to  do  with  all  of  my  financial 
papers  around  April  15  that  were  lost  in  the  mail  for  a  month-and- 
a-half. 

Mrs.  SCHROEDER.  Oh,  my  goodness. 

Mr.  Setrakian.  So  on  one  hand  we  are  where  we  are  today  and 
we  have  to  face  that  fact  and  we  have  to  try  and  grasp  what  we 
have  and  how  to  try  and  benefit  from  it. 

In  the  case  of  the  selection  of  officers,  this  might  be  somewhat 
anecdotal  but  the  Governors  actually  select  two  officers,  a  Post- 
master General  and  the  Deputy  Postmaster  General.  Up  until 
about  IV2  years  ago,  the  Governors  did  have  a  hold  as  to  what  offi- 
cers would  be  finally  selected  because  we  controlled  their  com- 
pensation. 

So  when  a  Postmaster  General  decided  to  pick  somebody  as  the 
head  of  marketing,  for  example,  that  person's  resume  would  be  cir- 
culated to  the  Governors  because  the  Postmaster  General,  in  a  for- 
mal hearing,  would  have  to  come  in,  make  his  case,  and  then  ask 
us  for  approval  of  his  or  her  compensation. 

Mr.  Clay.  What  happened  IV2  years  ago  to  change  that? 

Mr.  Setrakian.  Maybe  someone  on  the  Board  can  help  me  with 
these  dates.  I  would  imagine  it  was  about  a  year  ago  that  it  was 
requested  that  that  be  rescinded. 

Mr.  Clay.  And  it  has  been  rescinded? 

Mr.  Setrakian.  Has  been  rescinded. 
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Mrs.  SCHROEDER.  And  that  was  rescinded  probably  by — ^the  PMG 
made  the  request,  was  that 

Mr.  Setrakian.  Yes. 

Mrs.  SCHROEDER.  You  know,  I  really  appreciate  your  historical 
perspective.  I  think  we  all  appreciate  the  fact  that  you  have  read 
all  this  £ind  done  all  this. 

Congressman  Myers  made  a  good  point  about,  we  are  about  to 
reach  a  historic  anniversary  of  the  Postal  Reauthorization  Act. 
Would  you  mind  writing  up  some  of  this  stufF?  I  think  it  could  be 
very  helpful  for  us  if  you  have  any  suggestions  about  how  to  get 
this  back  under  control. 

I  thought  what  you  said  about  consultants  was  really  important 
because  we  are  hearing  they  are  there  again.  I  hear  there  is  a  gen- 
tleman in  town  making  $750,000  from  the  Postal  Service  doing 
nothing  but  trying  to  figure  out  how  to  get  the  top  officer  out  from 
under  the  postal  caps  that  are  on  there  for  pay. 

Mr.  Clay.  Why  don't  we  ask  him  to  supply  the  information  on 
the  individual  making  $700,000.  I  don't  want  to  characterize  him 
as  doing  nothing. 

Mr.  Setrakian.  For  what  it  is  worth,  I  voted  against  that,  Con- 
gresswoman. 

Mrs.  SCHROEDER.  There  was 

Mr.  Setrakian.  I  said  for  what  it  is  worth,  I  voted  against  that 
one. 

Mrs.  SCHROEDER.  If  you  could  get  that  information  for  the  record, 
I  think  we  will  be  doing  some  very  extensive  hearings  on  all  of  this. 

Mr.  Clay.  Why  don't  we  ask  for  information  on  all  of  the  consult- 
ants. 

[The  information  referred  to  follows:] 

U.S.  Postal  Service, 

July  26,  1994. 
Hon.  William  L.  Clay, 

Chairman,  Committee  on  Post  Office  and  Civil  Service, 
House  of  Representatives,  Washington,  DC. 

Dear  Mr.  Chairman:  At  the  June  8  oversight  hearing  before  your  committee,  you 
and  Congresswoman  Schroeder  requested  a  listing  of  Postal  Service  consultant  con- 
tracts. In  your  June  13  letter  to  me  you  further  extended  the  request  to  consultant 
contracts  over  the  past  three  years  as  well  as  a  Usting  of  Postal  Service  annuitants 
working  under  contract.  I  have  asked  David  Heirris,  Secretary  of  the  Board,  to  pro- 
vide you  the  listings  we  have  available  at  this  time  and  to  forward  other  reports 
as  they  are  developed  by  management. 

At  the  hearing  there  was  an  observation  that,  perhaps,  the  Postal  Service  had 
awarded  a  $750,000  contract  to  find  a  way  to  get  officers'  pay  out  from  under  the 
pay  cap.  This  relates  to  two  separate  efforts  initiated  by  postal  management  and 
I  want  to  clear  up  any  confusion. 

In  Fall  1993  the  Postal  Service  was  exploring  the  possibility  of  providing  certain 
indirect  compensation  benefits  for  recruitment  and  retention  of  officers  and  senior 
managers.  The  issue  of  the  applicability  of  the  salary  cap  in  title  39  U.S.C.  1003(a) 
arose.  Based  on  the  legislative  history  of  the  Postal  Reorganization  Act,  there  was 
reason  to  question  the  cap  coverage  over  such  benefits.  The  Governors  asked  man- 
agement to  obtain  a  legal  opinion  from  independent  counsel.  Akin,  Gump,  Strauss, 
Hauer  &  Feld  was  retained  for  this  opinion.  The  approximate  cost  was  $10,000.  In 
February  1994  the  independent  counsel  concluded  that  it  was  likely  that  section 
1003(a)  would  include  indirect  compensation  benefits  in  the  cap  at  Level  I  of  the 
Executive  Schedule. 

In  February  1994  the  Board  was  briefed  on  a  separate  contract  with  Stem,  Stew- 
art &  Company  for  the  design  and  implementation  of  a  program  for  measurement 
and  incentive  compensation  based  on  Economic  Value  Added  (EVA)  principles,  that 
could  be  used  to  measure  service  improvements,  allocate  resources  optimally,  and 
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reward  those  employees  who  make  significant,  measurable  positive  changes  in  per- 
formance. The  Board  agreed  that  this  effort  should  go  forward. 

The  utiUzation  of  EVA  within  the  Postal  Service  provides  a  single  financial  meas- 
ure of  value  which  can  be  used  to  monitor  the  effectiveness  of  capital,  expense  and 
operational  decisions.  The  financial  reporting  of  the  Postal  Service  utilizes  Generally 
Accepted  Accounting  Principles.  As  such  it  accurately  reflects  the  financial  condition 
of  the  organization.  EVA  is  a  system  of  accounting  which  builds  on  these  financial 
reports  but  arranges  the  material  in  a  way  that  measures  the  value  added  to  the 
organization  by  decisions  made  on  capital  investments,  management  of  cash,  effi- 
cient utilization  of  labor  and  quality  of  service.  EVA  principles  have  been  employed 
to  maximize  value  and  return  on  invested  capital  by  such  organizations  as  AT&T, 
Coca-Cola,  Briggs  &  Stratton,  Quaker  Oats,  and  CSX,  to  mention  a  few. 

EVA  measurements  will  provide  all  employees  with  information  that  will  improve 
productivity  and  accountability  and  is  a  first  step  in  an  over-all  program  designed 
to  reward  all  contributors  to  the  higher  EVA.  These  rewards  will  include  lower 
prices  (for  customers),  an  improved  balance  sheet  (for  the  Postal  Service)  and  bo- 
nuses (for  employees).  It  is  important  to  remember  that  real  savings  and  improve- 
ments in  customer  and  employee  relations  over  time  will  have  to  occur  before  bo- 
nuses are  paid.  The  final  incentive  system  will  combine  EVA  with  improvements  in 
the  quality  of  service  and  employee  attitudes.  Salary  plus  incentive  compensation 
paid  to  an  individual  will  not  exceed  the  cap  set  by  39  U.S.C.  section  1003(a). 

The  contract  was  awarded  noncompetitively,  after  receiving  all  management  level 
approvals,  and  is  valued  at  $750,000.  It  is  a  time  and  materials/labor  hours  contract 
and  is  scheduled  to  run  until  December  31,  1995.  As  of  June  28,  the  Postal  Service 
had  paid  $245,058.50  to  Stem,  Stewart  &  Company. 

I  hope  that  this  information  is  helpful.  Please  let  me  know  if  I  may  be  of  further 
assistance. 

Cordially  yoiu^, 

Sam  Winters, 
Chairman,  Board  of  Governors. 


House  of  Representatives, 
Committee  on  Post  Office  and  Civil  Service, 

Washington,  DC,  August  3,  1994. 

Hon.  Sam  Winters, 
Chairman,  Board  of  Governors, 
U.S.  Postal  Service,  Austin,  TX. 

Dear  Chairman  Winters:  In  your  letter  of  July  26,  1994,  you  explained  that  the 
Postal  Service  had  contracted  with  Stem,  Steward  &  Company  to  design  and  imple- 
ment an  Economic  Value  Added  (EVA)  compensation  program  for  the  Postal  Service. 
On  August  2,  1994,  you  provided  a  copy  of  the  contract  and  several  magazine  arti- 
cles concerning  the  use  of  EVA  at  various  companies.  The  Committee  is  interested 
in  obtaining  more  specific  information  on  how  EVA  will  be  applied  to  the  labor  in- 
tensive Postal  Service.  Please  provide  the  Committee  with  a  detailed  description  of 
how  EVA  will  apply  to  the  Postal  Service  and  periodically  update  the  Committee 
on  the  work  being  performed  by  Stem,  Stewart  &  Company. 

Your  July  26  letter  also  stated  that  Board  Secretary  David  Harris  would  provide 
the  Committee  a  listing  of  Postal  Service  consultant  contracts  for  the  past  three 
years.  In  addition  to  the  listing  Mr.  Harris  sent  a  memorandum  which  described  the 
Postal  Service's  narrow,  technical  definition  of  consxiltant  contracts.  The  Ustings 
provided  by  Mr.  Harris  in  response  to  the  Committee's  request  are  based  upon  that 
narrow  definition.  The  Commission's  view  of  consultant  contracts  is  much  broader 
than  that  of  the  Postal  Service.  Therefore,  please  provide  the  Committee  with  a  list- 
ing of  all  contracts  awarded  by  the  Postal  Service  in  the  past  three  years  delineated 
by  type  of  contract  (consvdtant,  professional  services,  advertising  services,  marketing 
services,  etc.),  race  and  gender  of  the  contractor,  and  whether  or  not  the  contractor 
is  a  Postal  Service  annuitant. 

I  appreciate  your  quick  response  to  this  letter  and  look  forward  to  reviewing  the 
information  you  provide. 

Sincerely,  ^ 

William  L.  Clay, 

Chairman. 
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U.S.  Postal  Service, 

August  26,  1994. 
To:  D.F.  Hams. 
Subject:  Service  Contractors. 

Attached  are  lists  of  contracts  requested  by  Congressman  Clay.  I  would  like  to 
point  out  several  aspects  of  the  lists. 

1.  The  commodity  codes  selected  and  the  resulting  contract  lists  are  those  pre- 
viously discussed.  They  include  all  of  the  "professional"  services — including  consult- 
ants and  annuitants — for  which  the  Postal  Service  contracts,  except  for  those  which 
were  awarded  by  Facilities  or  Mail  Transportation  related  before  purchasing  consoh- 
dation.  The  lists  also  include  some  contracts  which  might  not  be  considered  profes- 
sional services;  these  contracts  include  such  commodities  as  stamp  consignments, 
stamp  printing,  and  clerical  services.  On  the  other  hand,  commodities  such  as  con- 
tract postal  units  and  cleaning  service  contracts  are  not  included.  We  have  attached 
a  complete  list  of  all  of  our  service  contract  classifications  for  the  Committee's  infor- 
mation; we  have  also  highlighted  the  codes  resulting  in  the  lists. 

2.  The  contracts  have  been  sorted  by  commodity  code  and  calendar  year.  The  code, 
the  classification  of  contract  it  represents,  and  the  relevant  calendar  year  appear 
at  the  top  of  each  page.  Totals  of  contract  awards  by  classification,  and  the  dollar 
value  they  represent,  follow  each  individual  listing. 

3.  The  lists  reflect  all  of  the  selected  service  contracts  awarded  during  the  period 
from  August  12,  1991  through  August  12,  1994,  with  the  exception  of  any  contracts 
awarded  by  our  New  York  Metro  Area  Purchasing  Service  Center  (PSC)  during  the 
past  6  weeks.  This  omission  results  from  a  lack  of  technical  staff  at  the  New  York 
Metro  PSC  during  this  time.  We  anticipate  the  missing  data  should  be  available 
early  next  week.  Upon  receipt,  we  will  forward  it  to  you. 

I  hope  this  satisfies  the  Committee's  request.  Please  let  me  know  if  you  have  any 
questions  or  suggestions. 

Darrah  Porter, 
Vice  President,  Purchasing. 
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Service  Codes 

R&D  Woric  Expcrimenul,  DcvclopnMoUl,  TetUat 

AE25A  PnxJuci/Seivice  Improvtment/RiD  Suvices 

AE2SB  Reuil  Equipmeni/R&D  Services 

AE3SA  DeTOonic  Optical  Qiaracter  Reajgnidon/R&D  Sv 

AE35B  Miil  Procesiing  Sysiem/R4D  Seivicet 

AE35C  Miterials  Handlmj  Subsysiem/R&D  Seivicet 

AJISA  Computer  Hir<J»ire/RiD  Services 

AJ156  Soft»aie/R&D  Services 

AS15  Air  Transportation/R&D  Services 

AS25  Surface  Tiansporution/R&D  Services 

AZISH  Research  t  Development  Work  -  Misc  - 

il  Units 


B119A  Comraci  Branch  Postal  Unit 

Bl^oB  Communit)' Post  Office 

B119C  Contract  Suiion  Posi^  Unit 

B119D  Stamp  Consignment  Agreements 

Machine  Shop  Services 

O032  Woodworking  Shop  Services 

C034A  Fabricated  Paru  From  Machine  Shops 

C034B  Machining  Services 

C034C  Molded  Plastic  Production  Services 

C034E  Platmg  Services 

C034F  Sheetmeul  Services 

O034G  Welding  Services 

Ca34H  Machine  Shop  Services  -  Misc 

Intellectual  Properly  Rights  and  Rights  lo  Dau 

D002  License  Agreement/Software-ADP 

This  category  is  used  for  license  agreements  for 
sofr»art  »1ien  purchased  separately  from  the  software 
itself  (See  7030)  or  for  bcense  rene»-aU  Do  not  use 
this  category  if  the  bcense  agreement  is  pan  of 
soft»^rt  maintenance  services  providing  updating  of 
sott»-aTe  through  new  releases.  Such  maintenance 
services  go  under  the  J070  series. 

IXX13  License  Agreements,  Other 

This  category  is  used  for  bcense  agreements  that 
prtAide  the  USPS  the  rights  to  use  equipment, 
technology,  or  other  non-ADP  rights 

DOW  Pateni/Trademarii  Rjghu 

DOQS  Reproduction  Rights  for  Printed  Materiel 

Subscriplioa  Sernees 
For  newspaper  and  periodical  subscriptions  see  7630 

F0O2  Newscbpping  Services 

FD03  ADP  Libran-  Access  Services 

Includes  ADP  on-Une  information  services  such  as 
Dun  i:  Bradstreet,  Credit  Bureaus,  Lejds,  Westlaw, 
AP/UPI  Ticker  Service. 


G002  Funeral  Servicer /Care  of  Remains 

G004  Social  Rebabiliution  Services 
Used  for  EAT  prognmt 

GOQS  Physical  Fitness  Services 

G006  Insuiance-Lifc  Prognms 

G007  Insurance-Health  Fiognmt 

COOS  Insurance-Other  Than  Life  &  Health  Fiognms 

G099H  Social  Services  -  Misc 

Quality  Control,  Ttstint  &  Inspection  Services 

HlOO  Quality  Control  Procedure  Review 

This  category  is  used  to  have  a  flns  or  agency  go  into 
a  Euppber's  production  facibty  and  review  the 
supplier's  quality  control  procedures  to  detertmne  if 
they  meet  the  standard  of  the  contract  requirements. 

H200  Equipment,  Materials  Testing  Services 

Used  for  direct  testing  of  equipment  and  maierals 
such  as  meul  strength,  fabric  durabibty,  etc.  for 
conformity  to  sundards.  In  this  case  the  product  may 
be  actually  destroyed  in  the  testmg  process 

H300  Inspection  Services  for  Accepunce 

Used  for  inspection  to  see  if  product/assembly  meea 

all  contract  speciTications  such  as  dimensions,  weight, 

etc 

This  category  generally  leaves  the  product  in  uct 

H396  Bulk  Fuel  Storage  Tank  Testing 

H397  Air  QuaLiy  Testing 

H398  Water  QuaUty  Testing 

H400  Free  Trial  Tesi  Agreement 

Maintenance,  Repair  &  Rebuilding  of  Equipment 

VcJiide  ■  Maiia/Ripaa/BtbuM 


General  Vehicle  Maintenance  (VMA's) 
Paintmg  &  Body  Work/Vehicle 
Undercoating  i  Rustproofing/Vehiele 
Service.  Other  Than  Engine/Vehicle 
Washing  &  Pobshing  Service/Vehicle 
Towing  Scrvices/Vehide 
UphoUtenng/Vehide 
Class  InsuUation/Vehide 
Transmission  Repair/Rebuild/Vehide 
Tire  Recapping/Vehide 
Engine  Work/Vehicle 
Vehide  Repair  -  Misc 

Mmmal  Harujiing  Equipmau-Mauu/Repair/RtbuUd 

Material  Transport  Eq-Maint/Repaii/Rebuild 
ForUift  Equipment-Maint/Repair /Rebuild 
Postal  MaU  Handbng  Eq-Maint/Repair/Rebuild 
Repair  of  Mail  Bags 

Cargo  Control  Devices-Maint/Repatr/Rebuild 
Material  Handling  Eq-Maint/Repr/Rebld-  Misc 


J039A 
J039B 
ja39C 


USPS  P&SD  COMMODITY  CODES 
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Bntldinf  tqupmtmMauU/'Rtpar/FtbtiiU 

XMIA  Ifv  AC  Eqwrinciii-MuDt.'Reiwtr/'RtbiuM 

XMIB  Ek«iioi.'EK<l>iot-M»iii/Repiir/IUbtuM 

K>41D  RtlnjeretiOB  E<iuirment-M«inl/Rcp*ii/Rtbiuld 

XM2A  Fin  AUnr/CoDirol  S>'>icms-M4uii/R«pi/R<bli9 

XM2B  Firt  Einin{uulien-Rwhuse 

ton  Au  Cc«Bpr««oi-M«iiii/Rep«ir/RtbuiK) 

XM  Boilci  E<)uipn«ni-M>ii<i/Re}«ir/R<buiJil 

J045F  PJumbuij  E<)u]pn>eni-M4int/Rtp«ii/Rebiukl 

JW7  Elecmc  S»itrhge«i-MiiDi/R«p»u/Rebuild 

run  Vehicle  Shop  Equipnieni-Maiat/Repui/Rebuild 

XM93  M>ini  Shop  E^uip.lodut-Mkini/Rcptu/Rcbuild 

XM2H  BuildiBt  Equip-Misc  -  Maini/Repui/Rcbuild 

Communicaaon  Lquipmau-MatfU/Rtpaa/JtMbuiid 

X58A  Ftaunilc  E<)>"pn>ent-Mtini/Rep«ii/Re»>uild 

JQ58D  Rjdio  E^uipneni-Mimi/Rcptu/Rcbuad 

JCSSE  Telt?hciie.Telet\7«  Eq  Miint/Repiii/Rebuild 

1  E^-Maiot/Rcpur/Rebuiid-Muc 


EiKtncal/liKoonK  Eqmpmtni-Mauu/Repair/RtbuiU 

XS9A  Elcrtnc  MacKiner)-Miini/Rep>u/Rebuild 

J059B  Electnc  MotoivMimi/Repiu/RebuUd 

J059C  Electnc  TooU-Mimi/Repiii/Rebuild 

J059E  Elecironic  Equipmeni-Miml/Rtpiii/Rebuild 

J039G  Sell  SeiNict  Posul  Unii-Mauii/Reptu/Rebuild 

J0S9I  Pnnied  Crcuii  Board-Mainl/Repau/Rzbulld 

ja59H  Elec/Eleoronjc  Eq-Miini/Rtpr/Rebuild  -  Mac 

Stcuru)  Lqu^Mcuns/Ktpaa/Rtbmld 

J063A  Alim-SigDil-Secuhl)'  S)'sienu-Mauil/RcpUT/R£build 

J063B  Loclu-Mami/Repair/RcbuUd 

J063C  Safe*-Mai&l/Rep*ir/Kebuild 

Scales  A  Tor  L^ujpmtiu-Mauu/Rtpair/JUbutM 

J0662  Solu  &  Balancet  (AU  Typo>Maii>i/Rcpair/RcbuUd 

J0663  Ten  Equipmcnt-Maint/Rcpatr/Rebiuld 

riawpaphic/i^ideo  E^mpmtni-Mauu/Kepair/RtbuiU 

JW72  Phoiotnphic  Equip-Maint/Repui/Rebuild 

JD673  Video/PTOjcction  Equip-Maiot/Repair/Rebuild 

Includes  VCRi,  Moiuion,  Pn>teax>o  EQ 

ADP-Compuur  Equipmtm-Uaua/Ripair/Kfbuild 


XnOA  ComniunioiiOD  Equip,  AOP-Maist/Rcp*ir/Rebuild 

Includes  Nenrark  tuvice 
XyKR  Mainfnme  Guspuien  A  Conp-Maisl/Repair/Rebuild 

This  atc{oi>'  used  for  Urp  compunn  such  as  these 

•t  PDCs. 
JOTOC  Micro  Coniputen  (PCt)  &  Com-Maini/Repau/Rebuild 

J070D  Mini  Compuier  &  Comp-Maioi/Repau/Rebuild 

JOTOC  ADP  Fhniei-Mami/Repair/Rebuild 

KFM  CAD  Sysienu-Maiai/Reptir/Rebuild 

JD70H  Misc  Compuien  &  Comp-Maini/Repair/Rcbuild 


FunuiuR  Puauat 
Funulurc  Axscmbly/Rcpur 

Officr  L^uipmem-Mauu/Ktpar/IUbmU 

Calrulaior.  T)pewnter-Maioi/Repaii /Rebuild 
Copier  E<}uipmeDt-M«ini/Repair/Rtbuild 
OfTiCT  Ej)uip-Misc  ■  Maini/Repair/Rebuild 

Op<r«lio*  of  Postal  On>td  Fadlil; 

OpcniioD  of  Postal  Owned  Facility 

This  code  used  «-bcrt  a  contrvcior  is  touUy  responsible 
for  tbe  entire  opention  ot  a  building  o«ned  by  the 
USPS  uidudin^  all  fuocnons  performed  is  the  building 
For  openuoD  of  the  building  «-i(boui  responsibility  (or 
the  functions  boused  within  building  sec  S202 

S*h«f<  Serrkes 

Surplus  Excess  Properry.  Prep  &  DispoMl 
Except  auctioneenng.  See  R410 


Medical  Services 


Q200 

Ptychatnc  Counsebng  *  Evaluation 

Sec  G004  (or  Employee  Assistance  Progjain  Support 

O400 

NursmgS«rv«s 

O402 

Q9WH 

Nijsc  General  Health  Care  Services 

ProfessioBal,  Technical  &  Manajement  Serrices 

RllO 

Arthiieci  Engineenng  Service  (Constnmion) 

R302B 

ADPFrogrammmg 

applications  functions.  For  troubleshooting  and 

updating  ejosting  pix>grams.  use  R302D. 

R302C 

ADP  System  Development  &  Analyns 

R30:D 

ADP  Software  Maintenance 

Use  only  for  maintenance  of  programs  already  is  use 
such  as  updating  o(  DOS  programs,  troubleshooting 
of  programs  already  in  use,  updating  TIP  code  Files, 
etc  For  actual  programming  of  new  functions  use 
R302a 

ADP  Dau  Estiy 

ADP  Prof,  Tech.  A  Mgmnt  Services  -  Misc 

Consulting  and  Study  Service* 

Pobcy,  Prtxeduit,  Program  Review/Development. 
This  category  is  for  studies  to  determine  the 
effectiveness  of  USPS  policies,  programs  and/or 
procedures  or  their  de«lopmeni  or  modification 
Hus  code  must  not  be  used  unless  no  other  code  is 
appropnate.  All  approvals  w  the  cunent 
Management  Instrvaion  on  Consulting/Study 
Services  must  be  obuined  prior  to  use  of  this  code 

Auctioneering 

See  PlOO  for  salvage  services 
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R4iaA          Propim  Min«|tineai  (Other  Thin  Sifeiy) 

R412  Cost  Bcneni  Sludiu 

R412A  Procurement  Acquuiiion  Suppon 

R413  Coun  Rcponen 

Includes  Tranicnpiion  Seivicet 

R413A  S»fet>  Prop»m  Min«|emeni 

R414  Fininail  Audiiing.  Accounlun 

R414A          Ejjpen  Witnea 

Uk  ihu  ciiegoiy  it  ejipen  it  brought  in  befoit  tooM 
hunnc  bod)  (or  testimony  rcfinlles  of  (be  upert't 
field  of  businest  or  profestioo. 

R4I4B  Space  Uyout.  Furaiiure  Uyout  &  Detipi 

R415  Guest  Speikeii 

R4LSA  Spenriaiion  Development 

Not  Tor  development  of  ipedficjtions  nonnally 
performed  by  ADP  professionals  or  A/E't  This  code 
genenllv  used  to  develop  specificatioiu  for  puithase 
descnpiions. 

R416  Language  TransUtioa 

Not  dau  processing  languages.  This  is  for  Spanish  to 
English-type  translations    Includes  sign  language 

R416A  Speech  Wniing 

R417  Legal  Services 

R416  Logistia  Support  Services 

R419  Materiel  Management  Support  Services 

R419H  Prot.  Tech,  Mgml  SerMCes  (Son  Consultmg)  -  Misc 

R4:5B  Engineering  i  Drafting  Services 

R415C  Enpneenng  Prototype  i  Rever« 

R4:;JH  Misc  Ergineenng  (Except  A/E) 

Fenonntl  Suppon 

R497A  Personnel  Recruitment 

Includes  contracts  with  firms  that  provide  for 
executive  searches  to  recruit  high  level  management 
perv>nnel  This  category  also  includes  newspaper 
advertising  to  recruit  for  any  position  in  the  USPS. 
Simple  hinng  of  temporary  personnel  of  any  kind 
does  not  belong  m  this  category  See  other  R497 
series  axles  for  temporary  personnel 

R497C  Personnel  Support,  Qencal/Secretanal 

Used  vr-hcre  personnel  ate  brought  in  to  supplement 
the  USPS  worUorce    Such  personnel  come  into  the 
organization  and  perform  the  same  or  simiUr 
functions  as  postal  employees 

R497D  Personnel  Support,  Annuitanu 

For  contracts  with  CSCA^SPS  Annuitants  for  their 
personal  services  reganJIess  of  category  of  work 
performed. 

R4y7H          Personnel  Support  -  Misc 


Advertising  Services 

Exhibit  Display  Design 

For  design  work  to  do  artwork 

exhibiu.  For  exhibit  space  rental  see  V233 

Licensing  Agreement  (Issued  By  USPS) 

This  IS  an  agreement  by  the  USPS  to  allow  a  supplier 
to  use  the  USPS  logo  for  marketing  purposes.  These 
agreements  are  only  issued  at  headquaricn. 


S202F 
S203A 


Marketing  Servicea  -  Mite 

Housekeeping  and  Utility  Services 


Electric  Utility  Service 

This  category  is  for  utibiy  service  where  the  facility  is 
connected  directly  into  the  city  conuoUed  or 
franchised  utility  tynem. 

Telephone  Utility  Service 

This  category  is  for  utility  service  where  the  (aaliry  is 
connected  directly  into  the  local  telephone  operaimg 
company.  This  code  is  only  for  the  line  service  mto 
the  building  where  the  internal  mstrumenis  are  owned 
or  leased  by  the  USPS  under  an  individual  contract 
(see  JQ58E)  If  the  entire  phone  system  is  furnished  by 
the  local  operating  company  and  all  services  are  billed 
through  monthly  invoice  for  line  service  then  all 
charges  are  for  thiS  code    1/  not,  see  JQ58E  for  moves 
and  changes  to  the  USPS  owned  or  leased  system. 

Water  &  Sewer  Utility  Service 

This  category  is  for  utility  service  where  the  facibty  is 
connected  directly  into  the  city  controlled  or 
fnnchised  uiUity  (ynem. 

Natural  Gas  Utility  Service 

This  category  is  for  utiLty  service  where  the  fanlity  is 
ct>nnecied  directly  mto  the  CTty  controlled  or 
franchised  utibty  system. 

Misc  Utilities 

BuilOutg  Operation  Service 

Facility  Operation  &  Maintenance 

This  category  is  for  contractor  set\icss  to  prtjvide  the 
basic  building  services  such  as  Repair  and  Alterations, 
HVAC  Operation  and  Maintenance,  Custodial 
Services  and  Groundskeeping  as  a  unified  contract 
Do  not  use  thu  code  for  individual  R^j^  work.  For 
individual  projects  or  requirements  sec  such  codes  as 
J04.  S200  and  Z  series.  This  category  is  distuiguished 
from  MlOO  which  provides  for  both  maintenance  of 
the  building  and  performing  the  operations  housed  in 
the  building 

Snow  Removal-Salong 

Trash-Garbage  Remwal  Service 

Includes  renul  of  dumpsters  and  bins,  and  recycling 
terviees. 

Treated  Sweeping  &  Dust  Ooth  Service 

Waste  Removal  (Hazardous) 
Includes  waste  oil  removal 

Water  Treatment 

Wmdow  Washing  Service 

Cafeteria  Service  Contracts 

Structured  contracts  only   May  include  any  vending 
service  suppbed  under  the  same  contract. 
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S206 

S206A 

S207 


Food-Otennj-Ewiquet  Seivices 

Vu  this  code  onJ)  for  puicbucs  of  food  (ool 
including  oihei  meetint  room  teivict*)  u  i 
meils  for  group  meetings  or  full  banqueo.  For 
meeting  room  fjciliiiM  »nih  rtUted  food  service  lec 
V23  series. 

Satellite  Food  Vending  Contrwts 

Structured  contncu  only.  If  this  service  is  combined 
wild  central  lunchroom  or  cafciena  use  Ihoae 
appropnaic  codes  and  not  this  one. 

Central  Lunchroom  Contncu 

Structured  contracts  only.  If  thu  scfvKt  is  combined 
with  a  cafeteria  use  S203A. 

Guard  &  Serurirj'  Services 

Janiiorial-aeaning  Service  (One  Time) 

Janiional-aeamng  Service  (Recumnj) 

Air  Duct  Qeamsg  Service 

Laundn  A  Uniform  Drj'  Oeaning  Services 

Use  when  the  uniforms  or  maienal  to  be  cleaned  is 
jn-neiJ  by  the  USPS  If  the  uniforms  art  o»Tied  by 
:W095 


La»Tiino»'ing,  tnmming,  edging  services 
Lawn  Fenilmng  Service 
Tree  Cart 

Includes  planting,  tnmming.  removal 
Sewage  Treaimeni  Services 
Pesi  Control,  &nerminalion  Services 
1  Building  Operation  Seivices  -  Misc 

Photographic,  Mapping,  Printing  &  Publication  Services 


Film  Processing  &  Dupbcating 
Film  Production 

For  services  fox  motion  pict 


:  and  video  film 


Framing  (Art,  Pictures,  Award  Cert.,  Esc) 

For  framing  and  mounung  services  only  For  pictures, 
see  TOOIA/D,  for  award  ceniTicates,  see  9915ZN.  for 
lapel  pins,  see  991521. 


TOUI 

T0121 
TOUK 

Tom. 

T012M 


T012P 
T012H 


UOK 
U003 


TOOID 

Graphics  An,  Special  Deiip  Services 

VIJOH 

inoiH 

Photographic  Wort  -  Misc 

DupUanor  Strvica 

VI12 

T006A 

Diskette  Duplication  Services 

T006B 

Microruming 

T0CI6C 

Video  Processing  Dupbcating 

T006H 

Misc  Duplication  Services 

VJ13 

rnmngStryica 

V214 
V21&H 

T012A 

Label  Printing 

TDUB 

Uiierhcad-Sutionery  Printing 

TD12D 

T012E 

Postal  Map-Pnnting 

TOUF 

Poster  and  Placard  Printing 

TOUG 

Prints-Blue  Une,  Black  Line.  (White)  Sqiia 

. 

V116 

vin 

V118 

VllSA 

V118B 


locludet  cop>' jobs  for  flyers,  sodcM,  etc 

Tag  Printing 

Screes  Piintiag 

Pubbcation  Bmding  Services 

Mailing  Service 

Tliis  service  wdudes  functions  such  as  preparation  of 
•dvertising  or  other  communication,  reproducing 
•tufTing  into  envelopes,  addressing  with  their  own 
maihng  list  or  listt  furnished  by  the  USPS  and  deposit 
into  the  mail  cotam. 

Tuung  and  Striping  of  MiU  Paper  Rolls 

Printing  Services  -  Mjsc 

TKhiucal  MamtaJ  Svmccs 

Technical  Manual  PnductioB  Services 

Includes  editorial  services  such  as  proofreading,  copy 
mark-up   For  preparation  and  desip  of  tninug 
manuals  is««King  writing  of  text,  see  UOOl 

Technical  Writing 

Training  Strrim 

Desip  and  Prtparatios  of  Training  Materials 

Instruaon  to  Teach  USPS  Counes 

Outside  Training/Contractor  Owned  Coune 

Fees  for  these  courses  art  normally  paid  through  use 
of  Form  17C    Use  this  code  only  wfcea  the 
magnitude  and  complejoty  of  the  training  eflort 
ler  Jires  a  formal  coetiaei. 

Miscellaneous  Training  Services 

&  Travtl  Servicat 


frwifh:  and  Tfaiuponaion 

Armored  Car  Service 

Furniture  &  Equip  Movis(/Storage/Pad[iB| 

Local  Drayagt  Service 

Messenger  Services 

Warehouse  Storage  Services 

Freight  and  Transpoiuuoo  Services  -  Misc 


Used  for  short  term  rental  of  buses  with  driven  and 
other  susilar  driver-uicluded  services.  For  lease  or 
lenul  of  vthida  without  driver  service.  See  W023 
senes 

Passenpr  Travel  Agaaa 

Transit  Agreements  (Mail  Carrien) 

Passenger  Transporution  Services  •  Miic 

Includes  parking  fees,  toll  road  fees.  Not  used  for 
vehicle  lease  or  rental.  See  W023  series  for  vehicle 
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W023D 
W023G 


W036A 
W036B 


Meedng  Rooms  and  Rttaud  Sevica 

Audio-viiml  Services  tor  Con/erencs* 

Uk  thii  code  for  loy  other  teivicu,  other  Ihin 
food/banquei  service  (See  S203B),  provided  lo 
support  meetings,  semiiurs  I 

Conference  &  Meeting  Room  Rentil 
If  food  service  is  supplied  by  the  ( 
furnishing  the  meeting  rooms  ud  all  items  ue  billed 
under  •  single  contract,  use  this  code  If  food  service 
is  provided  under  •  separate  sontract  use  S203B  for 
the  food  service. 

Lodging.  Rental  &  Leases 

Use  this  categor>-  only  for  personal  lodging  roonu  for 
individuals  in  motels,  hotels,  apartments  including 
daily  rates  and  leases  when  not  put  oa  t 

Meeting  Rooms  &  Related  Services  -  Misc 

Lea.«  or  Rental  of 


VehicU,  Lease/Rsmal/Hin 

Commercial  Vehicle  Lease.  Par*  &  Loop 
Commercial  Vehicle  Lease,  Regular 

For  mail  transport  only.  Includes  use  for  Curtolme, 

Parrel  Post,  Relay,  Special  and  EXPRESS  MAIL 

delivery. 
Commercial  Vehicle  Lease,  Temporary 

For  mail  transport  only  of  periods  less  than  6  month: 

including  the  Christmas  period. 
Cbmmemal  Vehicle  Lease.  Heavy  Trucks  &  Tractors 

Vehicles  over  8400#  GVW  for  mail  transport  only 
Commercial  Vehicle  Lease,  Administrative 

For  automobiles,  trucks,  trailers  used  for  any  non-<ni 

transportation  purpose 
Commercial  Vehicle  Lease,  Soodby 

Furnishing  mail  transport  vehicles  for  i 


Commercial  Trailer  Lease 

For  mail  transportation  only.  Trailers  for  other  uses 

should  be  coded  W0Z3G. 
Employee  Vehicle  Lease,  Pari  &  Loop 
Employee  Vehicle  Lease,  Regular 

For  mail  transportation  only  including  Qubline, 

Parcel  Post,  ReUy,  Special  and  EXPRESS  MAIL 

Employee  Vehicle  Lease,  Standby 


Facsimile  Equipmeni-Lease/Rental 

Coin  Operated  Fai  Equipmeni-Lease/Rental 

Use  thus  code  for  contractor  o«iied  equipment  placed 
in  post  ofTice  lobbies  where  ihe  USPS  receives  a 


WQ58C 
WQ58D 
W058E 
WOSSH 


Copier.  Photocopy  Equipmeni-Lease/Reotal 

See  W034E  for  coin  operated  copien 
Printing  &  Duplicating  Equipment-Lease/Rental 

Use  WQ3&A  for  photocopierv  All  other  types  of 

printing  equipment  go  here. 
Coin  Operated  Copier  Equipmeni-Lease/Rental 

Use  this  code  for  contractor  owned  equipment  placed 

in  post  ofTice  lobbies  where  the  USPS  receives  a 


W093 
WOW 
W095 


Y056B 
Y056C 
YQ56D 
Y0S6E 


Teletype  Equipmeni-Lease/ReBtal 
Telephone-telegraph  Equipment-Lease/Rental 
Telephone  Line  Lease  for  ADP 
Lease  or  Rental  of  Cotnreunianon  Equip  -  Misc 

ADPEquipmaa 

ADP  Equipment/Lease  Rental 

Ojfici  Equipmau/Fmixurt 

Fumiturt-Lease /Rental 
OfTice  Equipmeni-Lease/Rental 

CMif  Leait/Keiual  Soviets 

General  Maintenance  Shop  Equip-Lease /Rental 
Material  Handling  Equipmeoi-Lease /Rental 
Modular  Buildinp-Lease /Rental 
Posugc  Meter  Heads  and  Bases-Lease/Rental 
Uniform  Supply  Service-Lease/Rental 
Use  this  code  when  the  supplier  own! 
and  supplies  them  clean  to  post  ofTices  daily 
cleatung  of  USPS-owned  uniforms,  see  S207. 
Vehicle  Mamtenance  Shop  Equip-Lease/Rental 
Satelliie  Broadcastmg.^ransmision  Time 
Lease/Rental  Services  •  Misc  - 

ConstrtKttoo  of  New  Faeilitics 

Construction  of  New  Leased  Facilities 

UMbyAlaaxatr 

Construction  of  New  USPS  Owned  FadUties 
Design.'Build  Coostiuctioe 
Site  Prepanuon 


Repair  &  AHcralioa  of  Real  rropetty 

Nonnal  itwtine  mainteDaocc  and  mainicnancc  agreements 
should  be  assigned  a  T  category  code,  »*ile  major 
icmodeling,  lenovatioo  or  replacement  of  parts  of  the 
building  structure  belong  in  the  T  category.  Use  the  T 
category  for  work  on  the  building  normally  requinng  a 
Fonn  4209  or  wliere  no  category  under  the  T  leiies 


ZQS62.  Asbestos  Removal 

ZQS6S.  Fued  Mechanuatio 

ZQ5«6.  General  Contractor  Constructioa 
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HVAC 


ZQS6B  Ctipcntiy  Constnictioo 

ZQS6C  Carpel  InsuIUtion 

Z0S6D  Floohnt  ConnnictiOD 

Z056E  Dry^tU  Coutnctioo 

Z0S6C  Roorin{  Coastiuctioo 

ZQS61  Siding  Coiutruoion 


Z056K          Concme-Cemeni  Wort 
7"<*'  Masoniy  Consmictioo 

Z056M         NDCBU  lnsuU»tk)n 
Z0S6?  Plumbing  Coosiniction 

For  routuie 

UK  Code  J04SF. 
Z0S6O         Benric  Povci,  InsuUatioe  &  Repair  (BIdg) 
Z0S6R          Glais  Replacemeni,  Bldg  Door  &  Window 
ZQS£T  Elevaior-Eicalator  Renovatioo/Replaccmeot 

Fo;  routine  maifiienancc 

use  Code  JCMIB. 
ZD56Z.  Fencing  Connruction 
Z0S6H          Constniaion  Services  -  Misc 


Z060A  Painiuig-Enerior/lsierior 

Z080B  Painting-Flagpole 

Z080C  Painting-Parking  Lot 

Z080D  Painling-Streei  Lener  Boxe 

Z080H  Painting  -  Miic 
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Mr.  Setrakian.  There  is  one  last  thing  that  I  would  like  to  say, 
and  I  guess  what  I  am  trying  to  suggest  here  is  that  we  have  a 
wonderful  group  of  Governors.  They  all  bring  a  different  perspec- 
tive, but  we  are  all  independent  and  I  think  that  should — I  hope 
I  am  making  that  very  clear,  Chairman.  Sure,  we  try  and  debate 
and  work  out  all  the  issues  and  come  up  with  some  area  of  una- 
nimity. After  all,  that  is  what 

Mr.  Clay.  I  think  you  are  making  it  clear  and  we  appreciate  your 
statement. 
Mr.  Setrakian.  Let  me  say  this. 

Mr.  Clay.  We  have  got  to  move  on,  though,  with  this  hearing. 
Mr.  Setrakian.  I  look  upon  the  Postal  Service,  right  or  wrong, 
as  a  government  agency.  I  do  not  look  upon  it  as  a  corporate  entity 
that,  with  a  chief  executive  officer  and  vice  presidents  and — this  is 
not  a  private  sector  operation.  We  can't  be  because,  one,  we  have 
the  oversight  of  Congress;  we  have  got  a  Postal  Rate  Commission 
that  has  our  hands  tied;  we  can't  operate  like  a  business,  and  then 
the  sooner  we  understand  that,  the  better  off  we  are  going  to  be, 
in  my  opinion. 

Now,  I  am  in  a  minority  in  more  senses  than  one,  but  I  feel  very 
strongly  about  that. 

Mr.  Clay.  We  will 

Mr.  Setrakian.  I  also  feel  strongly  that  we  have  a  single  core 
business.  Our  business  is  to  get  a  letter  and  move  it  from  point  A 
to  point  B.  That  is  our  business.  All  of  this  other  extraneous  stuff 
is  diluting  management.  This  is  what  we  ought  to  be  doing,  this 
is  what  our  charge  is,  and  all  of  this  extraneous  stuff  about  getting 

into  the  electronic  superhighway  is  for  the  private  sector 

Mr.  Clay.  We  are  going  to  be  in  touch  with  you  for  some  more 
of  your  views. 

Mrs.   SCHROEDER.   Absolutely.   Here  here,   and  thank  you,   Mr. 
Chairman,  for  letting  me  go  over  my  time. 
Mr.  Clay.  Mr.  McCloskey. 

Mr.  McCloskey.  Thank  you  very  much,  Mr.  Chairman.  Thank 
you  for  your  ongoing  leadership. 

I  believe  now  we  are  almost  to  the  point  where  nearly  every 
major  area  has  been  covered  or  at  least  some  statements  have  been 
made.  Obviously  we  know  about  the  $2.4  billion  projected  debt,  the 
problems  in  delivery  and  service,  the  total  paralysis  around  Chi- 
cago, and  in  particular  recently  the  statement  of  Postal  Rate  Com- 
missioner LeBlanc  that  financial  chaos  reigns  in  the  post  office, 
and  indeed,  this  morning's  Post  says  "Postal  Board  outraged  over 
declining  service." 

I  sense  we  are  at  a  watershed,  Mr.  Chairman,  possibly  about  in- 
creasing concern  about  present  leadership  in  the  Postal  Service. 

I  might  say,  in  April— as  to  some  of  the  concerns  that  were 
raised  by  the  board  yesterday,  according  to  the  Post  article,  during 
the  April  14  hearing,  particularly  I  had  questioned  Mr.  Runyon 
about  Chicago,  what  was  going  on  in  Chicago  and  accountability 
and  particularly  if  any  managers  had  been  fired  or  otherwise  dis- 
ciplined. 

In  rereading  that  testimony  recently,  it  appears  at  the  time  there 
had  not,  and  I  guess  from  recent  reading,  there  may  have  been 
transfers,  but  I  understand  the  Board  may  believe  that  people  had 
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been  transferred  rather  than  actually  having  lost  anything  as  far 
as  sanctions  for  poor  performance.  I  believe  if  that  is  the  case,  I 
think  that  has  been  one  of  the  ongoing  problems  with  the  system. 

So  I  would  like  briefly,  for  whomever  is  interested,  if  the  gov- 
ernors, maybe  one  by  one,  would  comment  on  the  quality  of  present 
management  and  leadership.  Particularly,  are  you  satisfied  with 
Mr.  Runyon?  Is  he  the  right  person  in  this  position  at  this  time? 
Do  we  have  confidence  that  he  will  rectify  this  financial  crisis  that 
is  occurring?  As  to  ratemaking  and  problems  of  competitiveness 
and  flexibilities,  would  you  be  asking  for  legislation  soon  to  change 
the  present  process? 

And  I  would  also  make  a  note  that  with  a  two  point — I  don't 
know  if  anyone  wants  to  comment  on  this,  I  would  appreciate  it  if 
someone  would — with  a  $2.4  billion  debt,  I  have  had  postmasters 
tell  me  recently  in  Indiana,  Mr.  Chairman,  that  they  were  ashamed 
at  the  generosity  of  the  bonuses  that  the  Postal  Service  was  giving 
them.  Indeed,  a  particular  postmaster  told  me  that  she  worked 
hard,  she  was  energetic,  cared  for  her  job,  but  the  bonus  was  so 
exorbitant  that  she  personally  felt  it  was  a  scandal.  And  if  I  recall, 
is  it  not  the  case  that  in  these  deficit-ridden  times,  80  to  90  percent 
of  postal  management  is  getting  bonuses? 

So  if  you  see  what  I  am  getting  at.  I  know  that  is  a  lot,  asking 
each  governor  to  comment,  but  if  each  person,  maybe  starting  with 
Mr.  Setrakian  who  had  the  feeling  of  getting  cut  off,  as  generous 
as  we  were  with  him,  Mr.  Chairman,  could  comment  on  these  three 
or  four  basic  concerns  very  briefly  in  just  several  sentences,  and 
then  down  the  line,  I  would  really  appreciate  it. 

Mr.  Setrakian.  Well,  that  is  a  difficult  question.  Congressman 
McCloskey.  Each  one  of  us  has  our  own  perspective  of  where  the 
Postal  Service  is  and  what  its  needs  are.  I  have  my  own  feelings 
about  it. 

Mr.  McCloskey.  Bob,  you  and  I  are  such  dear  friends,  you  know 
that,  so  I  am  not  being  critical,  but  we  just  need  your  reaction  par- 
ticularly to  my  questions  briefly  if  you  want  to  state  such. 

Mr.  Setrakian.  Well,  I  think  the — I  think  that  the  Postal  Service 
can  be  served  with  better  direction  than  it  is  currently  getting  and 
I  really,  Congressmain  McCloskey,  would  like  to  let  it  go  at  that 
without  getting  into  too  much  detail. 

I  too  have  a  concern  about  the  deficit.  We  were  given  a  lot  of  in- 
formation about  6  months  ago  as  we  were  looking  at  the  potential 
of  the  rate  case.  The  numbers  that  I  ended  up  with,  came  up  with 
twice,  the  3-cent  increase,  looked  to  me  like  it  should  be  6  cents, 
and  I  so  wrote  the  Postmaster  General.  I  voted  in  favor  of  the  10.3. 
I  did  it  with  the  proviso  that  I  think  we  are  going  to  have  a  rate 
increase  immediately  thereafter,  and  I  so  told  the  Postmaster  Gen- 
eral. 

Mr.  McCloskey.  Just  one  more  question.  Bob.  What  is  the  lead- 
ership problem  as  you  see  it,  then? 

Mr.  Setrakian.  I  think  we  have  a  structure  problem.  I  think 
that  the  initial  idea  of  reorganization  with  a  buyout  backfired.  We 
were  to  lose — we  were  to  retire  30,000  people  who  didn't  touch  the 
mail.  We  lost  46,000  people  and  we  lost  the  core  of  a  lot  of  our  fine 
postal  people  that  know  how  to  run  the  Postal  Service. 


It  is  not  something  that  you  can  teach  overnight,  and  maybe  it 
is  from  that  that  there  is  this  lethargy,  there  is  this  feeUng  out 
among  the  troops  that  I  have  never  experienced  before.  And  I  must 
tell  you,  I  get  out  to  try  and  get  a  feeling  of  where  we  are.  We  are 
in  a  slump  that  I  just  can't  fathom. 

Now,  you  can  talk  to  somebody  here  that  is  on  a  day-to-day  basis 
and  they  will  tell  me  I  am  crazy.  I  can  only  tell  you  what  I  see  and 
what  I  have  been  experiencing. 

Mr.  McCloskey.  Thank  you,  Bob.  I  know  how  dedicated  you 
have  been. 

Governor  Pace. 

Ms.  Pace.  I  think  the  thing  we  have  to  remember  is  that  we 
were  headed  for  a  crisis  and  need 

Mr.  McCloskey.  I  am  sorry,  ma'am.  I  missed  that.  Say  that 
again. 

Ms.  Pace.  I  think  the  thing  we  have  to  remember  is  that  we 
were  headed  for  a  crisis  and  that  we  did  need  change,  that  you  re- 
call we  had  all  this  conversation  about  a  29  cent  stamp  and  the  30 
cent  stamp.  Everyone  said  we  really  needed  30;  we  only  got  29.  We 
had  difficulties  and  we  were  really  seeing  figures  that  were  much 
higher  in  the  red  than  we  actually  expected.  So  there  was  a  crisis. 

Some  changes  had  to  be  made,  that  these  were  bold  moves,  there 
is  no  question  about  it,  but  I  don't  know  how  you  can  get  results 
if  you  don't  really  try. 

That  we  lost  that  number  of  people  is  sad,  but  it  was  a  voluntary 
program  and  in  all  the  restructurings  that  I  have  seen,  and  I  have 
seen  many  in  my  life,  you  do  take  this  risk.  The  risk  is  that  when 
people  get  a  kind  of  offer  like  that,  it  is  a  chance  for  them  to  reas- 
sess their  lives,  where  they  want  to  go,  and  oftentimes  they  take 
it  and  they  go.  So  we  were  warned.  I  must  tell  you  that  I  was 
Chairman  at  the  time  and  several  of  those  who  are  leaving  were 
telling  me  that,  you  know,  they  felt  this  would  create  a  problem. 

So  we  had  to  recognize  we  were  facing  some  risks.  Whether  we 
faced  them  well  or  not,  whether  we  could  have  done  more,  I  really 
can't  answer  that.  I  wasn't  doing  it,  but  we  knew  that — ^but  we 
knew  it  had  to  be  done,  and  so  we  did  reduce  the  deficit  from  what 
it  would  have  been. 

Now,  let's  recognize  that  the  deficit  we  are  talking  about  this 
year  was  a  budget  plan  that  had  been  presented  to  us  that  we 
would  lose  $1.33  billion.  Around  February  or  March,  several  of  us 
felt  concerned  that  we  might  not,  that  the  figure  might  be  higher 
than  that  because  of  the  current  performance.  And  so  we,  again, 
accepted  the  fact  that  a  10.3  percent  increase  might  not  last  for  a 
long  time  but  it  was  all  that  the  market  could  take  at  the  present 
time,  and  we  had  to  think  about  our  customers. 

Now,  along  with  a  program  like  that  where  you  concern  yourself 
with  revenues  and  keeping  the  price  increases  as  small  as  possible, 
you  also  have  the  responsibility  to  keep  your  expenses  down.  And 
what  went  wrong  was  the  planning  on  the  hours,  work  hours  need- 
ed were  just  poor,  and  we  admit  that,  and  we  have  to  get  on  with 
better  planning. 

Now,  we  heard  reasons  for  the  poor  planning  that  included  not 
only  volume  increases,  which  Chairman  Clay  properly  pointed  to, 
but  it  was  the  mix.  You  see,  if  you  get  your  volume  increases  in 


950 

those  areas  that  are  not  automatable,  you  are  not  going  to  get  the 
benefits  of  automation  and  it  is  going  to  put  a  bigger  strain  on  the 
man-hours  that  you  use. 

And  so  these  were  some  of  the  things  that  went  wrong,  but  we 
are  demanding  that  they  be  corrected.  We  are  asking  for  better 
planning,  and  I  also  think  we  have  to  remember  that  the  Post- 
master General  is  looking  at  the  longer  range.  He  has  a  longer 
range  view,  a  vision  of  where  the  Postal  Service  should  be  in  the 
future,  and  we  often  have  to  pay  a  short-term  price  to  get  to  that 
long-term  position.  Maybe  that  is  not  clear  to  you. 

Mr.  McCloskey.  Ms.  Pace,  are  we  about  $1.1  bilHon  off  the  plan 
at  the  end  of  the  period,  though,  right? 

Ms.  Pace.  Pardon? 

Mr.  McCloskey.  We  would  be  about  $1.1  billion  off.  It  is  a  $1.3 
billion  projection. 

Ms.  Pace.  This  was  the  projected  deficit  for  the  full  year. 

Mr.  McCloskey.  Could  it  come  out  about  2.4? 

Ms.  Pace.  No.  I  tell  you,  I  am  a  forecaster.  Chairman  Clay,  and 
I  was  the  first  to  indicate  that  I  didn't  think  we  would  make  $1.3 
billion  deficit,  but  my  best  estimate  is  we  would  be  somewhere  clos- 
er to  a  $1.8  billion  deficit  for  the  year  as  a  whole. 

Mr.  McCloskey.  Mr.  Dyhrkopp,  among  others,  has  said  2.4. 

Ms.  Pace.  Everybody  can  say  anything  they  want,  you  know. 

Mr.  McCloskey.  The  Chairman  would  say  we  have  to  move  this 
along.  Basically  you  are  satisfied  with  present  leadership  and  you 
think  it  is  a  success? 

Ms.  Pace.  Well,  how  can  I  tell?  I  mean,  here  is  a  man  who  is 

Mr.  McCloskey.  You  are  in  a  position  to  tell. 

Ms.  Pace.  Well,  but  we  haven't  had  the  time  to  measure,  to 
measure  the  performance  properly.  As  I  said,  these  were  very,  very 
dramatic  steps  and  it  takes  time  to  get  the  adjustments.  Grovernor 
Setrakian  talked  about  Al  Casey's  initiatives,  how  long  they  took 
to  be  successful. 

Mr.  McCloskey.  Ms.  Pace,  how  about  the  reaction  of  the  board 
yesterday  to  the  statement  that  72  percent  of  telephone  calls  to  the 
Chicago  post  offices  were  now  answered  courteously.  That  means 
28  percent  were  in  some  way  defective.  I  guess  rightly  so.  There 
was  some  shock  at  that.  Does  that  concern  you? 

Ms.  Pace.  Of  course  it  does,  and  we  want  training  programs  for 
our  people.  We  want  to  do  the  best  we  can.  We  are  asking  for  em- 
ployee involvement  so  that  we  can  learn  from  them  how  the  job  can 
be  done  much  better.  We  are  seeking  all  those  routes  and  trying 
hard  to  get  our  employees  to  understand  they  have  to  respect  their 
surroundings.  They  have  to  respect  their  customers  and  they  have 
to  respect  themselves,  all  three  things,  and  we  are  working  hard 
with  them,  and  we  are  putting  the  feet  of  management  to  the  fire 
on  that. 

Mr.  McCloskey.  Thank  you,  Ms.  Pace. 

Mr.  Winters,  good  to  see  you,  sir. 

Mr.  Winters.  Thank  you. 

I  came  aboard  in  December  of  1992  and  it  was  shortly  after  that 
that  Tony  Frank  announced  that  he  was  going  to  retire,  so  I  didn't 
have  an  opportunity  to  see  his  performance.  But  I  did  know  that 
there  was  a  strong  feeling  among  the  other  members  of  the  Board 
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that  we  needed  to  change  some  direction  and — I  don't  mean  to 
imply  that  he  didn't  do  a  good  job  but  we  had  to  take  measures  to 
reduce  our  cost  and  improve  our  efficiency.  And  when  we  inter- 
viewed Marvin  Runyon,  we  told  him  that  is  what  we  needed  to  do. 

He  has  taken  drastic  action  to  do  that,  and  not  everybody  agrees 
that  the  action  taken  was  the  proper  thing  to  do.  We  did  lose  peo- 
ple that  I  wish  we  had  not  lost,  but  it  did  eliminate  23,000  people 
who  didn't  touch  the  mail.  Our  total  emplo3rment  right  now  is  only 
4,000  more  than  it  was,  I  believe,  in  1992  and  that  would  include 
3,000  people  we  have  hired  to  be  window  clerks. 

So  there  have  been  a  lot  of  positive  things  done,  I  think,  in  Mr. 
Marvin  Runyon's  term,  and  I  think  there  are  more  positive  things 
to  do. 

We  are  hearing  a  lot  about  the  split  management  structure  of  op- 
eration. There  are  some  places,  I  understand,  where  it  is  working 
well.  There  are  other  places  where  it  is  not  working  well.  I  think 
the  Postmaster  General  is  aware  of  that,  Eind  I  am  certain  he  is 
going  to  address  it.  I  don't  know  just  what  he  will  do,  but  surely 
he  is  going  to  address  that  and  I  think  that  the  Governors  will  in- 
sist that  something  be  done  about  it. 

Mr.  McCloskey.  Do  you  and  the  Board  think  we  need  legislation 
now  for  more  ratemaking  flexibility?  If  we  need  it — it  is  not  exactly 
a  new  idea — there  is  no  sense  in  talking  about  this  next  year. 

Mr.  Winters.  I  agree.  You  say  on  flexibility? 

Mr.  McCloskey.  Yes,  on  ratemaking. 

Mr.  Winters.  I  don't  know  the  answer,  but  I  will  let  you  know. 
It  is  difficult  for  us  to  talk  to  Chairman  Gleiman  right  now  with 
a  rate  case  pending  at  the  Postal  Rate  Commission.  In  fact,  we  can- 
not do  that.  People  would  fuss  at  us  pretty  bad. 

But  I  will  review  the  task  force  recommendations  and  see  what 
can  be  done  without  legislation  or  where  legislation  is  needed,  and 
we  will  be  in  touch  with  you.  We  appreciate  your  interest  because 
we  do  need  that  very,  very  badly. 

I  know  you  are  short  on  time  unless  you  want  to  ask 

Mr.  McCloskey.  I  am  not  so  short  on  time,  but  there  are  other 
people  that  need  to  speak,  and  the  chairman  is  chairing  the  com- 
mittee. 

Ms.  Alvarado. 

Ms.  Alvarado.  Thank  you,  Congressman  McCloskey. 

I  am  quoted  rather  liberally  in  the  article  to  which  you  were  re- 
ferring. I  think  it  speaks  for  itself. 

Overall,  I  still  have  confidence  in  the  Postmaster  General,  but  I 
am  very,  very  unhappy  about  service.  I  think  service  has  come  to 
an  all-time  low.  I  think  all  of  us  who  live  and  work  in  this  area, 
Congresswoman  Morella  for  sure  and  myself  in  Virginia,  and  all  of 
you  who  work  in  the  District 

Mr.  McCloskey.  You  do  think  service  is  at  an  all-time  low? 

Ms.  Alvarado.  Yes,  I  do.  I  think  it  definitely  is. 

I  travel  around  the  country,  and  I  have  talked  to  many  people 
in  every  area  of  the  country,  and  it  is  uniformly  worse  than  it  has 
ever  been.  We  have  had  severe  winter  weather,  but  I  do  not  think 
that  that  is  the  only  reason  why  we  have  had  terrible  service. 

Mr.  McCloskey.  What  about  morale  right  now? 
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Ms.  Alvarado.  It  is  very  low,  and,  in  my  opinion,  has  a  direct 
relationship,  why  service  is  bad.  It  may  be  simplistic,  but  the  divi- 
sion between  customer  service  and  mail  delivery  processing  is  a 
root  of  much  of  this  problem. 

Mr.  McCloskey.  Could  you  take  a  stab — I  don't  want  to  cut  you 
off,  but  I  think  I  have  seen  you  quoted  before — can  you  take  a  stab 
at  my  accountability  question? 

Ms.  Alvarado.  I  think  the  absolute,  most  frustrating  aspect  of 
this  job  is  knowing  how  bad  service  could  get  in  a  city  like  Chicago 
and  not  being  able  to  put  your  finger  on  the  neck  you  would  like 
to  wring  in  order  to  find  out  why  it  happened.  I  mean,  really,  ev- 
erybody does  want  to  know  who  is  accountable  for  what  has  hap- 
pened and  everybody  is  pointing  this  way. 

And  my  fellow  Governor  Dyhrkopp,  who  has  been  very  interested 
in  the  subject  and  very  diligent  about  it,  said  yesterday  in  the 
meeting  that  the  "buck  stops  here".  And  he  is  absolutely  right.  It 
does  stop  here. 

I  am  also  a  little  frustrated  to  read  comments  in  the  press  about 
the  Governors  being  lap  dogs  and  rubber  stamps  for  the  Post- 
master General  and  management  that  just  simply  is  not  true.  Peo- 
ple who  are  saying  that  are  obviously  not  covering  the  Board's 
meetings  we  have  around  the  country. 

Management  did  not  want  us  to  go  to  Chicago,  but  we  went  any- 
way. We  independently  came  to  the  conclusion  that  we  could  ignore 
it.  What  you  read  in  the  paper  we  have  been  sa5dng  in  meetings 
forever. 

I  also  feel  that  the  Postmaster  General  is  going  to  turn  it  around. 
I  think  management  has  heard  the  signals  we  are  giving,  and  if 
they  do  not,  we  will  do  something  about  it. 

Mr.  McCloskey.  Thank  you. 

Ms.  Daniels,  good  to  see  you  today. 

Ms.  Daniels.  Good  to  be  here.  Good  morning. 

I  am  concerned,  like  everyone  else  on  this  Board,  with  service, 
because  I  visit  the  post  office  in  almost  every  city  I  go  to.  I  walk 
through  post  offices  and  I  talk  with  our  postal  employees.  I  am 
very  much  concerned  with  their  morale,  as  you  have  said.  I  am  con- 
cerned with  mail,  as  you  have  said. 

However,  I  do  feel  that  Chicago  is  a  ringing  bell,  calling  for  our 
attention  I  would  like  for  you  to  give  us  time  to  take  a  good  look 
at  this  and  work  this  out  with  our  management.  I  think  they  are 
trying.  They  are  going  to  get  back  to  us. 

And  the  reason  I  go  through  these  post  offices  is  because  of 
Chairman  Clay.  I  read  everything  that  he  says,  and  I  really  feel 
that  he  has  points,  and  I  want  to  make  certain  that  we  live  up  to 
the  things  that  he  has  asked  us  to  do. 

Mr.  McCloskey.  Thank  you. 

Mr.  Clay.  I  should  clarify  the  record  that  I  didn't  call  you  a  lap 
dog. 

Ms.  Daniels.  No,  I  did  not  say  that. 

Mr.  McCloskey.  Mr.  Dyhrkopp,  good  to  see  you. 

Mr.  Dyhrkopp.  Thank  you.  You  are  also  a  neighbor.  I  am  right 
across  the  Wabash  River  from  your  district  as  well  as  across  the 
Mississippi  from  Chairman  Clay. 
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I  have  been  on  the  Board  now  approximately  6  months,  and  it 
has  been  an  experience  to  learn  what  is  going  on  and  try  to  find 
out  what  is  what.  I  am  beginning  to  get  some  ideas  about  it. 

As  far  as  the  Postmaster  General  goes,  in  my  own  opinion,  the 
jury  is  still  out. 

Now  by  the  end  of  the  year,  if  we  do  not  see  marked  improve- 
ment, this  Governor  is  going  to  be  wanting  to  do  something  about 
it.  I  am  just  speaking  for  myself. 

I  have  full  confidence  in  this  Board.  They  are  all  good  people.  I 
have  worked  with  them,  and,  believe  me,  they  are  working.  They 
are  energized.  I  think  it  is  all  due  to  you  folks  and  the  media,  but 
we  are  on  top  of  it.  If  we  have  the  right  tools  we  will  get  the  thing 
done. 

But  we  are  kind  of  hamstrung.  We  only  meet  2  days  a  month. 
We  have  a  two-person  staff. 

We  can  get  policy  in  2  days.  There  is  no  problem  with  that.  But 
to  do  real  oversight,  you  have  to  really  be  involved,  and  we  have 
not  been  involved. 

Chairman  Clay  has  mentioned  maybe  getting  a  commission.  You 
do  not  need  a  commission.  You  just  need  to  get  this  group  working. 
It  can  do  the  job.  The  Governors  have  the  expertise  to  do  it. 
That  is  my  statement. 

Mr.  McCloskey.  Well,  thank  you  very  much.  I  think  your  points 
about  resources  are  very  well  taken,  and  they  strike  a  responsive 
chord,  in  me  at  any  rate. 

Perhaps,  in  conclusion,  if  I  could  ask  that  anyone  who  has  any 
opinions,  pro  or  con,  on  the  present  bonus  system  £ind  the  bonus 
concerns  I  have  raised,  if  you  would  contact  my  office  or  give  it  to 
me  in  writing,  I  would  appreciate  it. 

I  thank  you  for  your  generosity,  Mr.  Chairman. 
Mr.  Clay.  Thank  you. 
Mr.  Bishop. 

Mr.  Bishop.  Thank  you  very  much,  Mr.  Chairman,  and  welcome 
to  all  of  the  Governors. 

I  do  not  want  to  beat  a  dead  horse.  I  think  that  there  has  been 
extensive  discussion  about  the  quality  of  service,  and  I  would  like 
to  commend  the  Governors,  particularly  those  who  were  so  candid 
in  the  meeting  recently  in  acknowledging  the  problems  that  exist 
with  regard  to  the  quality  of  service. 

I  really  feel  that  you  have  perhaps  found  yourself  in  a  catch-22. 
I  come  in  contact  with  many,  many  men  and  women  who  work  for 
the  Postal  Service  who  try  very  hard  to  do  the  best  possible  job 
that  they  can  in  seeing  that  the  mail  gets  from  point  A  to  point 
B  quickly,  accurately,  efficiently.  Yet  operating  with  a  $2  billion 
deficit  and  faced  with  a  reduction  in  force,  are  you  really  being 
asked  to  perform  a  miracle? 

If  you  are  going  to  reduce  overtime,  you  are  going  to  be  short- 
handed  with  your  force.  You  are  obviously  going  to  be  creating  mo- 
rale problems.  And  with  fewer  workers  doing  a  greater  amount  of 
work,  it  has  to  impact  on  efficiency. 

What  are  we  really  talking  about  here?  Are  we  being  realistic? 
Are  you  being  asked  to  perform  the  impossible  or  do  you  really 
think  that  with  just  using  some  management  restructuring  and 
perhaps  some  more  or  better  quality  of  management  techniques 
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that  you  will  be  able  to  turn  this  thing  around  without  additional 
resources,  without  additions  to  the  work  force? 

Seems  to  me  you  are  asking  fewer  horses  to  pull  a  bigger  load, 
and  that,  to  me,  seems  to  make  it  clear  that  if  there  is  a  service 
problem,  if  you  do  have  a  service  problem  that  it  probably  relates 
to  just  that,  not  having  enough  people  to  do  the  job  that  needs  to 
be  done,  not  having  adequate  resources. 

Mr.  Winters.  Mr.  Bishop,  that  is,  of  course,  an  excellent  ques- 
tion and  a  matter  that  I  am  sure  occurs  to  all  the  Governors.  What 
is  the  right  balance? 

I  want  to  say  two  positive  things:  First,  the  great  mass  of  people 
that  work  for  the  Postal  Service  are  working  their  hearts  out  to  do 
a  good  job,  and  they  are  upset  when  there  are  people  with  whom 
they  are  working  who  do  not  put  out  100  percent  for  the  Postal 
Service.  We  have  fine,  fine  people  working  as  hard  as  they  can. 

I  also  want  to  say  another  positive  thing,  and  that  is  that  the 
mail  service  is  not  bad  everywhere.  There  are  a  few  pockets  with 
bad  service  that  we  have  been  able  to  identify  and  we  are  research- 
ing those  places  now  as  to  what  those  deficiencies  are,  such  as  New 
York.  We  have  to  come  in  with  some  new  theories  or  ideas  or  man- 
agement of  New  York.  It  is  a  different  situation  than  Washington. 

Imagine  getting  mail  trucks  down  the  streets  in  New  York  at  the 
rush  time  when  the  street  mail  is  picked  up  at  5  o'clock,  just  when 
everybody  wants  to  deposit  their  mail  late,  and  they  want  it  deliv- 
ered the  next  morning.  We  need  to  do  our  job  better  in  that  regard. 

Each  place,  Los  Angeles,  Washington,  each  have  unique  prob- 
lems that  I  think  that  we  can  lick  not  by  throwing  dollars  at  the 
problems,  but  by  giving  employees  the  equipment  and  the  facilities 
to  do  the  job  with.  We  are  trying  to  do  that. 

I  do  not  think  that  it  is  an  impossible  task.  I  think  it  is  a  difficult 
task,  and  I  think  that  if  it  becomes  a  question  of  service  or  dollars, 
we  are  going  to  give  "service."  That  is  what  is  in  our  name;  that 
is  what  we  are  about.  We  are  about  service.  Everything  that  we  do, 
every  dollar  that  we  spend,  every  piece  of  equipment  we  buy,  every 
piece  of  real  estate  we  buy,  every  building  we  build  is  to  improve 
service,  and  that  is  what  we  are  concentrating  on,  and  we  are  going 
to  get  it  done. 

And  this  Board  is  insisting  that  management  perform  that  serv- 
ice. We  will  give  them  the  tools,  and  then  we  want  results.  And 
that  is  what  you  saw  in  the  Washington  Post  today  of  our  frustra- 
tion and  sending  a  message  around  this  country  of  what  this  Board 
of  Governors  thinks  about  service  in  our  Nation,  nationwide. 

Mr.  Bishop.  I  can  respect  that.  And  I  talk  with  people  who  work 
for  the  Postal  Service,  and  they  want  to  do  a  good  job,  and  they 
work  hard. 

Mr.  Winters.  Right. 

Mr.  Bishop.  But  many  of  them  say  they  are  being  asked  to  do 
more  with  less,  and  I  know  that  I  have  become  very  frustrated  with 
service  when  I  have  to  maintain  two  households  and  pay  two  sets 
of  bills  and  mail  my  checks  out  on  the  first  of  the  month  and  they 
do  not  arrive  for  2  weeks  and  I  consistently  incur  late  charges  sim- 
ply because  the  mail  did  not  get  delivered. 

Mr.  Winters.  That  is  unacceptable. 
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Mr.  Bishop.  There  is  a  service  problem.  And  when  I  ask  people 
who  work  for  the  Postal  Service  they  say  we  are  just  really  over- 
worked. We  do  the  best  that  we  can,  but  with  the  reduction  in  force 
and  with  having  fewer  people  to  perform  the  same  amount  of  work 
that  we  had  to  perform  3,  4,  5  years  ago,  it  is  just  more  than  we 
can  handle  to  do  it  any  more  efficiently.  And  I  just  wonder,  are  we 

really 

Mr.  Winters.  What  facility  is  that?  Would  that  be  here  in  Wash- 
ington? You  are  talking  about  Merrifield  or  something.  Do  you 
know? 

Mr.  Bishop.  I  live  in  Southwest.  I  don't  know  which  facility.  Mail 
that  comes  from  the  Hill. 

Mr.  Winters.  That  is  unacceptable  behavior.  I  hope  that  is  not 
a  general  experience  that  everybody  is  ha^ang.  We  want  to  change 
that,  and  we  are  going  to  do  the  best  we  can. 

Mr.  Bishop.  I  have  only  been  here  16  months,  and  I  did  not  have 
that  problem  until  I  got  here. 

Mr.  Winters.  That  has  a  lot  to  do  with  Washington.  Looks  like 
we  ought  to  be  smart  enough  to  get  good  service  in  Washington, 
doesn't  it?  I  think  we  are  that  smart,  and  we  are  going  to  do  it. 
Mr.  Bishop.  Thank  you,  Mr.  Chairman. 
Mr.  Clay.  Mrs.  Morella. 
Mrs.  Morella.  Thank  you,  Mr.  Chairman. 

I  am  pleased  in  looking  at  the  statement  that  you  have  made. 
Governor  Winters,  that  you  are  going  to  be  doing  something  in  the 
Washington  metropolitan  area,  including  Maryland,  southern 
Maryland,  as  Governor  Alvarado  also  mentioned,  but  I  have  also 
been  very  interested,  of  course,  in  the  reinventing  government  con- 
cept and  its  application. 

I  just  came  from  a  press  conference  at  NASA  where  there  has 
been  a  new  movement  for  something  that  is  less  expensive,  faster 
in  its  implementation,  a  whole  new  concept  in  reinventing  govern- 
ment to  save  money.  So  as  I  look  here  at  this  booklet,  which  is  cre- 
ating a  government  that  works  better  and  costs  less,  reengineering 
through  information  technology,  I  would  like  to  ask  you  the  ques- 
tion that  pertains  to  the  fact  that  the  goal  of  this  book  is  to  move 
us  into  the  information  superhighway,  information  technology. 

It  talks  about  food  stamps,  independence  cards.  It  says  the  food 
stamp  program,  together  with  similar  inefficient  outmoded  paper 
based  systems  can  be  replaced  by  proven  cost-effective  technology, 
the  electronic  benefit  transfer,  its  application.  Ultimately,  the  sav- 
ings entailed  by  converting  to  EBT  are  significant.  For  example, 
the  roughly  450  million  paper  check  payments  made  per  year  cost 
taxpayers  up  to  six  times  more  to  deliver  than  those  that  are  elec- 
tronically deposited. 

I  could  go  on,  and  you  know  what  I  am  getting  at;  you  do  devote 
a  section  of  your  testimony  to  the  subject  matter.  In  general,  you 
say  electronic  alternatives  to  mail  have  had  an  impact  on  business- 
to-business  mail,  but  that  has  been  offset  by  growth  in  business- 
to-consumer  mail.  And  then  you  say  that  it  is  unlikely  that  our  cus- 
tomers need  for  mail  service  or  preference  for  some  paper  commu- 
nications will  be  replaced  in  this  segment  as  the  21st  century  dies. 
The  21st  century  is  67  months  from  now.  And  I  think  before 
then,  at  the  rate  we  are  going.  Talk  about  future  shock.  This  is 
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going  to  be  happening  within  the  next  24  months,  18  months.  You 
talk  about  a  review  board  that  you  have  set  up,  but  really  what 
are  the  long-range  plans  or  semi-long-range  plans?  Since  I  think  it 
will  not  be  that  long  range,  does  the  postal  system  have  in  mind 
through  the  guidance  of  the  Board  of  Directors  to  supplant  the 
leaving  of  the  paper  society  for  other  means  of  mailing?  I  think  it 
is  a  major,  major  issue. 

Mr.  Winters.  It  is,  Congresswoman  Morella.  As  you  know,  in  the 
statement,  I  did  say  the  first  thing  I  did  was  have  a  committee  cre- 
ated and  appointed  and  I  have  the  two  immediate  past  chairs  on 
there  as  well  as 

Mrs.  Morella.  Yes,  the  Postmaster  General. 

Mr.  Winters.  The  Postmaster  General  is  on  it.  So  we  realize  the 
importance  of  it.  We  hired  a  vice  president  specifically  to  work  in 
that  area;  a  highly  knowledgeable  person  in  the  technology  area. 

Let  me  say,  though,  we  are  not  abandoning  nor  intend  to  aban- 
don nor  will  abandon  our  core  business,  which  is  mail.  But  we  are 
going  to  explore  ways  that  we  can  add  value  to  our  customers.  How 
can  we  make  it  better  for  them? 

I  suppose  that  the  Postal  Service,  or  post  office,  as  it  used  to  be 
called,  could  still  be  transporting  all  mail  by  trains,  but  they  did 
not  do  that.  They  started  doing  it  by  airplanes.  And  if  there  are 
better  ways  we  can  do  what  we  are  doing  to  add  value  to  our  cus- 
tomers, if  we  can  work  with  them  and  in  some  of  their  preparations 
of  the  mail  to  make  it  less  expensive  for  them,  make  it  more  effi- 
cient for  them,  that  is  what  we  want  to  do. 

I  do  not  think  anybody  knows  what  is  going  to  happen  in  this 
marvelous  information  highway.  I  see  where  cable  companies  are 
merging  with  phone  companies  and  they  are  unmerging  to  make  a 
deal.  And  Sprint  and  EDS  just  stopped  their  negotiations  for  merg- 
er. It  is  all  up  in  the  air.  And  I  do  not  know  where  we  fit  into  it, 
but  I  think  it  is  very  important  that  we  start  now  and  be  ahead 
of  the  curve  and  try  to  determine  where  we  can  fit  in  it  to  satisfy 
the  mail  needs  of  our  public. 

Ms.  Pace.  I  would  just  like  to  supplement  that.  There  are  two 
ways  to  look  at  this.  It  is  competition  for  us,  no  question  about  it, 
in  the  future.  We  cannot  gauge  at  this  stage  the  degree  of  that 
competition.  We  know  that  we  are  losing  business-to-business  mail. 
We  are  watching  that  and  we  are  projecting  that  that  will  continue 
because  that  makes  a  lot  of  sense.  But,  on  the  other  hand,  happily, 
the  consumer-to-business  correspondence  keeps  growing. 

So  there  is  a  challenge  there  in  terms  of  competition  and  the  po- 
tential loss  of  mail  volume,  but  I  have  seen  a  lot  of  disaster  sce- 
narios that  I  do  not  think  apply,  at  least  not  for  the  next  decade 
or  two  decades. 

On  the  other  hand,  there  are  opportunities.  This  offers  some  op- 
portunities for  us  not  to  deviate  from  our  core  business,  which  is 
to  help  hard-copy  communication,  but  we  can  do  it  a  lot  better  with 
electronic  assistance. 

So  I  think  that  is  how  we  are  looking  at  it.  We  have  a  lot  of  re- 
sources here.  How  can  we  apply  them  so  that  we  can  participate 
in  this  new  way  of  communicating?  We  certainly  do  not  mean  to 
get  on  the  information  highway  train.  It  just  is  not  what  we  should 
be  doing. 
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Mrs.  MORELLA.  I  think  what  you  say  is  correct,  except  I  think 
you  are  dreaming  if  you  think  it  will  be  a  decade  or  more  than 
that. 

We  had  before  us  not  very  long  ago,  Time- Warner  telling  us 
about  what  they  are  doing  in  Orlando.  And  I  have  met  with  some 
people  in  my  district.  Southwestern  Bell,  and  maybe  some  negotia- 
tions are  falling  apart  now,  but  maybe  not  in  2  weeks  or  a  month. 
So,  therefore,  you  are  going  to  have  to  not  just  say  we  are  going 
to  look  at  it  in  the  future,  but  you  are  going  to  to  have  to  start 
planning  now. 

And  that  is  what  my  plea  is:  Please  do  not  fall  by  the  wayside 
totally.  I  have  friends  who  communicate  by  using  fax  machines  in- 
stead of  mailing  letters. 

Ms.  Pace.  You  are  absolutely  right.  We  are  looking  now  but  we 
cannot  anticipate  when  that  diversion  will  accelerate.  We  are 
watching  it  very  carefully  and  we  are  preparing  by  having  addi- 
tional services  that  still  help  us  perform  our  communication  func- 
tion, particularly  the  importance  of  hard  copy.  But  we  can  do 
many,  many  more  things  for  our  customers  than  we  are  doing  now 
and  we  are  looking  at  those  opportunities. 

Mrs.  MoRELLA.  Right. 

Mr.  Setrakian.  I  seem  to  be  in  the  microscopic  minority  when 
it  relates  to  our  involvement  in  the  electronic  superhighway.  You 
know,  when  Mr.  Morse  invented  the  telegraph,  we  did  not  get  into 
it,  and  we  did  not  get  into  the  Marconi  operation,  nor  did  we  get 
into  the  telephone  business  when  Mr.  Bell  got  involved.  We  have 
a  very  strong  mandate  and  a  monopoly  to  deliver  mail,  opposed  to 
delivering  communication. 

We  are  not  in  the  fax  business.  And  more  power  to  those  who 
conceived  it  in  the  private  sector  and  have  put  together  their  fax 
machines  and  all  of  their  other  sophisticated  computers  and 
modems  and  all  the  rest  that  are  to  be  coming  out  in  the  next  sev- 
eral years.  But  that  does  not  change  the  fact  that  our  particular 
mandate  is  to  deliver  mail.  If  it  means  that  within  a  10-  or  20-year 
period  of  time  we  will  be  delivering  50  percent  less  mail  and  the 
rest  of  it  is  going  electronically  through  the  private  sector,  so  be  it. 

There  was  an  interesting  article  in  today's  Wall  Street  Journal 
on  this  very  subject  as  it  relates  to  the  United  Kingdom.  The  Unit- 
ed Kingdom  decided  that  they  were  going  to  be  in  the  mail  busi- 
ness and  not  the  electronic  business.  They  get  their  mail  twice  a 
day.  Their  cost,  their  first  class  cost  is  higher  than  ours,  but  their 
approval  rate  is  between  92  and  95  percent  among  their  customers. 
They  do  not  mind  pajdng  more  for  quality  and  service. 

I  think  that  we  ought  to,  if  we  are  spending  any  of  our  resources 
of  executive  management  and  talent  into  trying  to  figure  out  how 
to  get  into  the  information  computer  supersonic  highway  business, 
put  a  stop  to  it  and  get  our  house  in  order  first. 

I  concur  with  what  Grovemor  Pace  just  said.  If  there  is  something 
within  that  that  can  help  us  move  our  mail  in  a  more  expeditious 
manner,  that  is  fine.  You  mentioned  Time- Warner.  I  read  the  testi- 
mony of  the  gentleman  from  Time- Warner,  and  I  am  frankly  upset. 
We  have  an  agreement  with  Time-Warner  someplace  in  Florida 
wherein  they  are  using  our  services  on  an  experimental  basis  to  do 
a  home  shopping  on  TV.  And  our  part  of  the  bargain  is  that  we 
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pick  up  the  package  and  we  deliver  it  to  the  consignee  on  a  parcel 
post  rate  and  deliver  it  in  24  hours. 

That  is  ludicrous.  We  do  not  deliver  priority  mail  on  a  24-hour 
basis.  We  are  having  a  tough  time  delivering  first  class  on  a  24- 
hour  basis.  Now  Time-Warner  wants  us  to  deliver  parcel  post  on 
a  24-hour  basis  and  house  all  of  their  equipment  and  where  they 
are  doing  their  repair  and  we  have  to  take  their  computers  back 
and  forth?  That  is  not  our  business.  Parcel  post  is  our  business, 
granted,  but  we  do  not  deliver  parcel  post  on  a  24-hour  basis.  Nor 
does  UPS. 

Mr.  Clay.  May  I  ask  the  gentleman  to  be  brief  in  his  response. 

Mr.  Setrakian.  I  am  through.  Chairman. 

Mrs.  MORELLA.  They  may  get  someone  else  to  do  it,  though,  if 
the  postal  system  does  not  do  that  delivering  of  the  parcel  post. 

I  did  not  know  if  anyone  else  wanted  to  comment.  I  wanted  to 
admonish  you.  I  respectfully  disagree  with  you.  I  think  you  will  end 
up  being  infinitesimal  of  the  needs  if  you  are  not  aware  and  do  not 
move  with  it.  Not  that  you  want  to  relinquish  the  initial  mission, 
but  I  think  you  have  to  streamline  it. 

Thank  you,  Mr.  Chairman, 

Mr.  Clay.  Thank  you. 

Miss  Collins. 

Miss  Collins.  No,  thank  you. 

Mr.  Clay.  Well,  let  me  say  today  we  have  heard  some  amazing, 
sometimes  puzzling  statements.  We  have  heard  service  is  at  its 
lowest  ebb,  that  morale  is  bad,  that  we  are  paying  one  consultant 
$750,000,  supposedly,  to  advise  you  how  to  get  around  the  caps  and 
pay  we  have  placed  on  management  over  there. 

We  have  heard  that  automation  is  failing.  We  have  heard  that 
47,000  people,  two-thirds  of  them  who  touch  the  mail,  were  retired, 
and  that  we  now  hire  3,300  more  people  in  before  the  4,700  were 
permitted  to  buy  out. 

We  have  heard  that  overtime  pay  has  gone  through  the  ceiling. 
We  are  hearing  that  the  USPS  is  in  dire  financial  straits. 

And  the  puzzling  part  is  that  in  response  to  a  question  from  Mr. 
McCloskey,  the  PMG  was  given  a  ringing  endorsement  of  support 
for  his  efficiency  and  the  results  since  his  tenure.  I  am  quite  puz- 
zled by  it.  But  it  is  your  responsibility  to  manage  the  Postal  Serv- 
ice. And  if  you  think  he  is  doing  a  good  job,  I  suppose  he  is  doing 
a  good  job. 

But  I  want  to  thank  each  of  you  for  your  testimony  and  for  your 
candor  today.  And  if  there  is  no  further  statements  before  the  com- 
mittee, the  committee  is  adjourned. 

Thank  you. 

Mr.  Winters.  Thank  you,  sir. 

[Whereupon,  at  3:30  p.m.,  the  committee  was  adjourned.] 

O 


ISBN  0-16-046086-7 


Q   Toni  cnii/icnQ«Q 


90000 


